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Mr. Vernon A. Williams

Acting Secretary

Interstate Commerce Commission

Twelfth Street & Constitution Avenue, N.W. - ¢
Washington, D.C. 20423

Re: Consolidated Rail Corporation - Pass Through Trust, Series 1994-A

Dear Mr. Williams:

Enclosed for recordation pursuant to Section 11303, Title 49, of the United
States Code are three (3) copies of a Lease, dated as of December 22, 1994, a primary
document as defined in the Commission’s Rules for the Recordation of Documents under 49
C.F.R. Section 1177.

The names and addresses of the parties to the enclosed is:

Lessee:
Consolidated Rail Corporation
2001 Market Street
Philadelphia, PA 19101-1425
Attn: Director-Financing
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Lessor:
Meridian Trust Company
35 North Sixth Street
Reading, PA 19601
Attn: Corporate Trust Administration

A description of the railroad cars covered by the enclosed document is set
forth in Schedule 1 hereto.

A check in the amount of $21.00 payable to the order of the Interstate
Commerce Commision covering the required filing fees is enclosed. Please return any extra
copies not needed by the Commission for recordation to the messenger.

If you have any questions, please do not hesitate to call the undersigned at
(212) 848-8763.

Enclosure
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SCHEDULE I

SCHEDULE OF RAILCARS DELIVERED

Description of Identifying
Items of Equipment Quantity Numbers

New Steel Open Top Quad Hoppers 795 CR 496160
CR 496181
CR 496190
CR 496199
CR 496220
CR 496231
CR 496233
CR 496252
CR 496256-257
CR 496262
CR 496266
CR 496269
CR 496273
CR 496282
CR 496292
CR 496296-497074

60-foot Equipped Boxcars 57 CR 218279
CR 218465
CR 219966
CR 220238
CR 220251
CR 220257
CR 220770
CR 220772
CR 221095
CR 221221
CR 221232
CR 221478
CR 222401
CR 275177
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CR 275370
CR 279470
CR 279472
CR 279475
CR 279484
CR 279491-493
CR 279585-586
CR 279615
CR 279647
CR 279667
CR 279732
CR 279755
CR 279757
CR 279773
CR 279775
CR 279786
CR 279804
CR 279807
CR 279824
CR 279828
CR 279845
CR 279849
CR 279860
CR 281422
CR 281425
CR 281436
CR 281440
CR 281444
CR 281451
CR 281461
CR 281464
CR 281477
CR 281482
CR 281500
CR 281509
CR 281558
CR 281571
CR 282505
CR 282802
CR 282806
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Interstate Gammerce ommission

Hlashington, B.€. 20423-0001 12/22/94

®Otfice Of Ehr ﬁmﬂu‘n

John I. Orcutt

Shermsn & Sterling

s0¢ ILexington Avenue

New York. New York 10022-6069

Deal' Sit'.

The enclosed document(s) was recorded pursuant to the provisions of Section 11303 of

4 10:30AM
the Interstate Commerce Act, 49 US.C. 11303, on 12/22/9 at

, and

assigned recordation number(s). 13113,19113-2,19114 and 19114-A.

Slncerely yours,
' o

on A. Williams
Secretary

Eunclosure(s)

0100463031
0100463032
0100463033 =

0100463034

8800 7Tne amount indicated at the left has been received in payment ¢f a fee in connection with a

document filed on the date shown. This receipt is issued for the amount paid and in no way indicates
acknowledgment that the fee paid Is correct. This is accepted subject to review of the document which has
been assigned the transaction number corresponding to the one typed on this reccipt. In the event of an error

or any questions concerning this fee, you will receive a notification after the Commission has had an
opportunity to examine your document.
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EXECUTION COPY

LEASE AGREEMENT - ]9t13
RECORDATM)N NO_____ FILED 1425

Dated as of December 22, 1994 DEC 22 1994 -1) = AM

between INTERBTATE COMYZINE coMMSSIN

MERIDIAN TRUST COMPANY,
not in its individual capacity
except as otherwise expressly provided,
but solely as Owner Trustee,

and

CONSOLIDATED RAIL CORPORATION,
as Lessee

57 Rebuilt Railcars
795 New Railcars

Conrail 1994-A Pass Through Trust

CERTAIN OF THE RIGHT, TITLE AND INTEREST IN AND TO THIS LEASE AGREEMENT OF

MERIDIAN TRUST COMPANY, AS OWNER TRUSTEE UNDER THE TRUST AGREEMENT, DATED AS OF
THE DATE HEREOF, BETWEEN MERIDIAN TRUST COMPANY AND THE OWNER PARTICIPANT NAMED
THEREIN, HAS BEEN ASSIGNED TO AND IS SUBJECT TO A SECURITY INTEREST IN FAVOR OF
WILMINGTON TRUST COMPANY, NOT IN ITS INDIVIDUAL CAPACITY BUT SOLELY AS

INDENTURE TRUSTEE, UNDER THE INDENTURE, DATED AS OF THE DATE HEREOF, FOR THE
BENEFIT OF THE HOLDERS OF THE EQUIPMENT NOTES REFERRED TO IN THE INDENTURE. THIS
LEASE AGREEMENT HAS BEEN EXECUTED IN SEVERAL COUNTERPARTS. ONLY THE ORIGINAL
COUNTERPART CONTAINS THE RECEIPT THEREFOR EXECUTED BY WILMINGTON TRUST COMPANY,
NOT IN ITS INDIVIDUAL CAPACITY BUT SOLELY AS INDENTURE TRUSTEE, ON THE SIGNATURE
PAGES THEREOF. SEE SECTION 22 FOR INFORMATION CONCERNING THE RIGHTS OF THE
HOLDERS OF THE VARIOUS COUNTERPARTS HEREOF.

Filed with the Interstate Commerce Commission pursuant to 49 U.S.C. § 11303 on

December , 1994 at .M. Recordation Number and deposited in the
Office of the Reglstrar General of Canada pursuant to Section 90 of the Railway Act of
Canada on December __, 1994, at .M.
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LEASE AGREEMENT

THIS LEASE AGREEMENT, dated as of December 22, 1994, between
MERIDIAN TRUST COMPANY, a Pennsylvania trust company, with its principal place of
business at 35 North Sixth Street, Reading, Pennsylvania 19603, not in its individual
capacity, except as otherwise expressly provided herein, but solely as Owner Trustee under
the Trust Agreement, and CONSOLIDATED RAIL CORPORATION, a Pennsylvania
corporation with its principal place of business at 2001 Market Street, Tvio Commerce
Square, Philadelphia, Pennsylvania 19101-1417, whereby the parties hereto agree as follows:

WITNESSETH

WHEREAS, Lessee has built or caused to be built certain of the Railcars and
rebuilt the remainder of the Railcars (such term and other capitalized terms used herein being
defined as hereinafter provided) and contracted to sell to the Owner Trusiee, pursuant to the
Railcar Purchase Agreement, the Railcars described therein;

WHEREAS, the Owner Participant has entered into the Trust Agreement with
the Owner Trustee whereby the Owner Trustee is to acquire and hold the Owner Trust Estate
for the benefit of the Owner Participant;

WHEREAS, the Owner Participant, the Owner Trustee, the Lessee and the
Indenture Trustee have entered into the Participation Agreement, subject ‘o the terms and
conditions of which the Owner Trustee agrees to assign and pledge to the Indenture Trustee
its rights under the Railcar Purchase Agreement;

WHEREAS, the Company, the Owner Trustee and the Indenture Trustee, for
the benefit of the Holders, are concurrently entering into the Indenture Azreement, whereby
the Owner Trustee agrees, among other things, (a) to convey legal title tc the Items of
Equipment to the Indenture Trustee for the sole purpose of providing the Indenture Trustee
with a security interest in the Items of Equipment, subject to the rights of Lessee under this
Lease, (b) to assign and pledge to the Indenture Trustee the Owner Trustee’s rights under the
Railcar Purchase Agreement and this Lease, and (c) to lease the Items of Equipment from the
Indenture Trustee, and the Indenture Trustee agrees, among other things, to issue Equipment
Notes as evidence of the participation of the Holders in the payment of the Cost of the Items
of Equipment and to lease the Items of Equipment to the Owner Trustee; and

WHEREAS, concurrently the Owner Trustee desires to unclertake herein to

lease to Lessee, and Lessee desires to undertake herein to lease from the Owner Trustee, the
Items of Equipment, as more fully hereinafter set forth.
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NOW, THEREFORE, in consideration of the mutual agrezments herein
contained, and other good and valuable consideration, receipt of which is hereby
acknowledged, the parties hereto agree as follows:

Section 1. Definitions. All capitalized terms used herein shall have the
respective meanings set forth in Appendix A hereto for all purposes of this Lease. All
references in this Lease to Sections and Exhibits refer, unless otherwise specified, to Sections
of and Exhibits to this Lease.

Section 2. Acceptance and Leasing of Items of Equipment. Lessor hereby

agrees (subject to satisfaction or waiver of all of the conditions set forth in Section 4 of the
Participation Agreement), simultaneously with the delivery of legal title 10 each Item of
Equipment from Lessor to the Indenture Trustee and acceptance thereof by the Indenture
Trustee, to accept delivery of such Item of Equipment from the Indenture Trustee and
concurrently to lease such Item of Equipment to Lessee hereunder, and Lessee hereby agrees
(subject to satisfaction or waiver of all of the conditions set forth in Section 5 of the
Participation Agreement) to lease from Lessor hereunder such Item of Equipment, as
evidenced by the execution and delivery by Lessor and Lessee, respectively, of a Certificate
of Acceptance and a Lease Supplement covering such Item of Equipment. Lessor hereby
authorizes one or more employees of Lessee, designated by Lessee, to act on behalf of
Lessor as its authorized representative or representatives to accept delivery of such Item of
Equipment in accordance with Sections 2 and 3 of the Participation Agreement. Lessee
hereby agrees that such acceptance of delivery by such authorized representative or
representatives on behalf of Lessor shall, without further act, irrevocably constitute
acceptance by Lessee of such Item of Equipment for all purposes of this Lease.

Section 3. Term and Rent. (a) Interim Iease Term and Basic Lease Term.
The Interim Lease Term for each Item of Equipment shall commence on the Delivery Date
of such Item of Equipment and shall terminate at midnight on the day preceding the Basic
Lease Commencement Date. The Basic Lease Term for each Item of Equipment shall
commence at 12:01 a.m. on the Basic Lease Commencement Date and shall terminate on the
Basic Lease Termination Date for such Item of Equipment.

(b) Interim Rent and Basic Rent. Lessee hereby agrees to pay Lessor
Interim Rent on July 2, 1995. Lessee also agrees to pay Lessor Basic Rent for each Item of
Equipment throughout the Basic Lease Term in consecutive semi-annual installments payable
on each Rent Payment Date, in an amount equal to the product obtained by multiplying the
Cost of such Item of Equipment by the percentage set forth opposite such Rent Payment Date
under the caption "Basic Rent" (and under the sub-caption "Advance Rent" or "Arrears
Rent", as applicable) on Exhibit C.

Anything contained herein or in the Participation Agreemeat to the contrary
notwithstanding, each installment of Basic Rent (both before and after any adjustment
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pursuant to Section 3(e)) shall be, under any circumstances and in any event, in an amount at
least sufficient for Lessor to pay in full as of its due date each payment of principal of and
interest on the Equipment Notes, in addition to any other amounts requirzd to be paid by
Lessor pursuant to the Indenture or the Equipment Notes on such due date. In addition, the
EBO Payment Amount payable on the initial EBO Payment Date shall be, under any
circumstances and in any event, not less than the amount required to be paid pursuant to
Section 4.02(E) of the Indenture in connection with a redemption of the Equipment Notes to
be redeemed pursuant to such Section 4.02(E).

(c) Supplemental Rent. Lessee also agrees to pay to Lzssor, or to
whomsoever shall be entitled thereto, any and all Supplemental Rent promptly as the same
shall become due and owing, and in the event of any failure on the part of Lessee to pay any
Supplemental Rent, Lessor shall have all rights, powers and remedies provided for herein, by
law, in equity or otherwise as in the case of nonpayment of Basic Rent. In addition, Lessee
will pay, as Supplemental Rent (i) on demand, an amount equal to interest at the Overdue
Rate on any part of any installment of Interim Rent or Basic Rent not paid when due for the
period for which the same shall be overdue and on any payment of Supplemental Rent not
paid when due or demanded, as the case may be, for the period until the same shall be paid
in full, (ii) on July 2, 1995, an amount equal to the Deficiency Amount for such date if and
to the extent not paid by Lessor on either such date pursuant to Section 26, (iii) on demand,
on an After-Tax Basis, an amount equal to any and all losses in respect of the principal of
any Permitted Investment, (iv) any payments then due and owing under Section 15 or 16 of
the Participation Agreement and (v) all Premium payable with respect to the Equipment
Notes. Anything contained herein or in the Participation Agreement to the contrary
notwithstanding, each installment of Supplemental Rent described in clause (ii) of the second
sentence of this Section 3(c) shall be, under any circumstances and in any event, in an
amount at least sufficient, when added to the Interim Rent payable on such date, for Lessor
to pay in full as of July 2, 1995 each payment of principal and interest on the Equipment
Notes required to be paid by Lessor pursuant to the Indenture on such date.

d Payment to Indenture Trustee. All Rent (whether Interim Rent, Basic
Rent or Supplemental Rent) shall be paid in funds consisting of lawful currency of the United
States of America, which shall be immediately available funds not later than 11:00 A.M.,
New York City time, on the date of payment. All Rent payable to Lessor hereunder (other
than Excluded Payments) shall be paid by Lessee to Lessor at its office a: 35 North Sixth
Street, Reading, Pennsylvania 19603 Attention: Corporate Trust Department (Conrail 1994
Pass Through Trust); provided that, so long as the Indenture shall not have terminated
pursuant to the terms thereof, Lessor hereby directs, and Lessee agrees, that all Rent (other
than Excluded Payments) payable to Lessor and assigned to the Indenture Trustee pursuant to
the Indenture shall be paid by wire transfer directly to the Indenture Trustee for credit to
such account as the Indenture Trustee shall specify at the offices of the Irdenture Trustee at
Rodney Square North, Wilmington, Delaware 19890, relating to Conrail 1994-A Pass
Through Trust, Attention: Corporate Trust Department or at such other location in the
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United States as the Indenture Trustee may otherwise direct upon not less than thirty (30)
days prior written notice to Lessee.

(e) Adjustments to Basic Rent, Stipulated Loss Value, Termination Value
Etc. In the event that:

(i) the Funding Date is other than as was assumed by the Owner
Participant, as such assumptions are specified in Schedule I;

(i)  the Equipment Notes are redeemed upon a refinancing as contemplated
by Section 19 of the Participation Agreement; and/or

(1ii)  the Transaction Costs payable pursuant to Section 13 of the
Participation Agreement are less than or greater than the amount set forth on
Schedule 1,

then all amounts of Basic Rent, Stipulated Loss Value, EBO Value, amount of leverage and
Termination Value shall be adjusted (upwards or downwards, as the case may be) to preserve
the Net Economic Return which the Owner Participant would have realized had such
assumptions been correct; provided that (A) all adjustments of Basic Ren:, Stipulated Loss
Value, EBO Value, amount of leverage and Termination Value pursuant to Section 3(e)(ii)
shall be made in accordance with any applicable temporary or final regulations under Section
467 of the Code; (B) consistent with the preservation of Owner Participant’s Net Economic
Return, all adjustments shall minimize the net present value of the amounts payable as Basic
Rent through the EBO Date plus EBO Value discounted at the Certificate Rate; (C) all such
adjustments shall be subject to the second paragraph of Section 3(b); and (D) EBO Value
cannot be less than the estimated fair market value of the Items of Equipment as set forth in
the Appraisal.

Except to the extent permitted in the next sentence of this paragraph, any such
adjustment in respect of clause (i) or (iii) of the first paragraph of this Section 3(e) shall be
made prior to any calculation of any amount payable as Stipulated Loss Value, and all
adjustments referred to in this sentence shall be made prior to or on the Basic Lease
Commencement Date, and shall be effective as promptly thereafter as practicable. Any such
adjustment in respect of a refinancing shall be made and shall be effective with such
refinancing.

Any adjustment pursuant to this Section 3(e) shall initially be computed by the
Owner Participant. The results of such computation by the Owner Participant shall promptly
be delivered to Lessee and Babcock. Within 10 Business Days after the receipt of the results
of any such adjustment, Lessee may request that a Lease Intermediary Firm verify, after
consultation with the Owner Participant and Lessee, the accuracy of such adjustment in
accordance with this Section 3(e), and the Owner Participant and Lessee aereby agree to
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provide the Lease Intermediary Firm with all information and materials as shall be necessary
in connection therewith. Any information provided to the Lease Intermediary Firm by any
Person shall be and remain the exclusive property of such Person and shall be deemed by the
parties to be (and the Lease Intermediary Firm will confirm in writing that it will treat such
information as) the private, proprietary and confidential property of such Person, and no
Person other than such Person and the Lease Intermediary Firm shall be entitled thereto, and
all such materials shall be returned to such Person. If the Lease Intermediary Firm confirms
that such adjustment is in accordance with this Section 3(e), it shall so certify to Lessee and
the Owner Participant, and such certification shall be final, binding and conclusive on
Lessee, the Owner Participant and Lessor. If the Lease Intermediary Firm concludes that
such adjustment is not in accordance with this Section 3(e), it shall so certify to Lessee and
the Owner Participant, and the Owner Participant shall again compute the required
adjustment. Such further adjustment shall again be subject to the provisions of this

Section 3(e). The final determination of any adjustment hereunder shall be set forth in an
amendment to this Lease, executed and delivered by Lessor and Lessee and consented to by
the Owner Participant; provided, however, that failure to execute and deliver such
amendment shall not affect the validity and effectiveness of any such adjustment. The
reasonable fees, costs and expenses of the Lease Intermediary Firm in verifying an
adjustment pursuant to this Section 3(e) shall be paid by Lessee within 30 days after demand,
except that the Owner Participant shall pay such reasonable fees, costs and expenses if such
adjustment is required to be computed because of an error of the Owner Participant resulting
in a net present value (calculated at a discount rate equal to the Certificate Rate) of the
adjusted Basic Rent that is five or more basis points higher than the net present value
(discounted at such rate) of the Basic Rent as determined by the Lease Intermediary Firm.

Section 4. Lessor’s Representations, Warranties and Covenants.
(a) Representations and Warranties. LESSOR, IN ITS INDIVIDUAL CAPACITY OR AS

TRUSTEE, (i) HAS NOT SELECTED ANY ITEM OF EQUIPMENT, (ii) IS NOT A
MANUFACTURER OF OR DEALER IN ANY ITEM OF EQUIPMENT AND HAS NOT
INSPECTED THE ITEMS OF EQUIPMENT PRIOR TO DELIVERY TO AND
ACCEPTANCE BY LESSEE AND (iii) HAS NOT MADE AND SHALL NOT BE
DEEMED TO HAVE MADE ANY REPRESENTATION OR WARRANTY, EXPRESS OR
IMPLIED (AND LESSEE WAIVES, AS BETWEEN ITSELF AND LESSOR, AND THEIR
RESPECTIVE SUCCESSORS AND ASSIGNS, ANY AND ALL RIGHTS OR CLAIMS),
AS TO THE TITLE, VALUE, CONDITION, DESIGN, OPERATION,
MERCHANTABILITY, COMPLIANCE WITH SPECIFICATIONS, CONSTRUCTION,
PERFORMANCE OR FITNESS FOR USE OF ANY ITEM OF EQUIPMENT OR ANY
PART THEREOF OR AS TO THE ABSENCE OF LATENT OR OTHER DEFECTS,
WHETHER OR NOT DISCOVERABLE, AS TO THE ABSENCE OF ANY
INFRINGEMENT OF ANY PATENT, TRADEMARK OR COPYRIGHT OR AS TO THE
ABSENCE OF OBLIGATIONS BASED ON LIABILITY IN TORT, STRICT OR
OTHERWISE, OR AS TO THE QUALITY OF THE MATERIAL OR WORKMANSHIP
OF ANY ITEM OF EQUIPMENT OR ANY PART THEREOF OR ANY OTHER
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REPRESENTATION OR WARRANTY WHATSOEVER, EXPRESS OR IMPLIED, WITH
RESPECT TO ANY ITEM OF EQUIPMENT OR ANY PART THEREOF. THE
PROVISIONS OF THIS SECTION 4(a) HAVE BEEN NEGOTIATED AND ARE
INTENDED TO BE A COMPLETE EXCLUSION OF WARRANTY, EXPRESS OR
IMPLIED (OTHER THAN THOSE REPRESENTATIONS AND WARKANTIES
EXPRESSLY MADE IN THE OPERATIVE DOCUMENTS), BY LESSOR IN ANY
CAPACITY WITH RESPECT TO ANY ITEM OF EQUIPMENT, OR ANY PART
THEREOF, WHETHER ARISING PURSUANT TO THE UNIFORM COMMERCIAL
CODE OR ANY OTHER LAW HEREAFTER IN EFFECT OR OTHERWISE.
Notwithstanding the foregoing, Lessor warrants that, on the Delivery Date of each Item of
Equipment, Lessor shall have received such title to such Item of Equipment as was conveyed
to it and such Item of Equipment will be free of Lessor’s Liens attributable to it in its
individual capacity. Lessor shall not have any responsibility or liability 10 Lessee (except as
specifically provided in the Operative Documents) or any other Person with respect to (i) any
liability, loss or damage caused or alleged to be caused directly or indirectly by the delivery,
operation, servicing, maintenance, repair, improvement or replacement of any Item of
Equipment or by an inadequacy thereof or deficiency or defect therein or by any other
circumstances in connection therewith, (ii) the use, operation or performance of any Item of
Equipment or any risks relating thereto, (iii) any interruption of service, loss of business or
anticipated profits or consequential damages, or (iv) the delivery, operation, servicing,
maintenance, repair, improvement or replacement of any Item of Equipment.

(b) Covenants. Lessor covenants that, so long as no Event of Default shall
have occurred and be continuing, it shall not take or cause to be taken ary action contrary to
Lessee’s or any permitted sublessee’s or user’s rights under this Lease, including, without
limitation, the right to possession, use and quiet enjoyment of each Item of Equipment.

Section 5. Return of Items of Equipment. (a) Return Condition. At the time
of return of any Item of Equipment, whether at the expiration of the Term applicable to such
Item of Equipment or at the end of any storage period pursuant to subsection (c) of this
Section 5 or otherwise (the "Return Date"), such Item of Equipment shall be free and clear
of all Liens (except Permitted Liens adequately bonded by Lessee and Lessor’s Liens), shall
be in the condition required by Section 7(a).

(b) Redelivery. On or before the Return Date, Lessee shall use its best
efforts to assemble and transport all Items of Equipment then subject to this Lease (other
than Items of Equipment as to which Section 10 or 20 shall then be applicable), at Lessee’s
sole cost and expense, to either (i) one location on Lessee’s lines of railroad or to any one
connecting carrier for shipment at an interconnection point on Lessee’s lines of railroad (such
location being hereinafter called the "Redelivery Location") as Lessor may designate in the
Return Notice (as defined below) or (ii) into storage in accordance with subsection (c) of this
Section 5. With respect to each Return Date, Lessor shall, by written nctice to Lessee given
no less than 90 days prior to such Return Date (the "Return Notice"), select either clause (i)
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or (ii) of the preceding sentence; provided, however, that if such selection involves a
combination of clauses (i) and (ii), Lessor shall designate no fewer than 33% of the total
Items of Equipment scheduled for return on such Return Date for each such clause. Any
Item of Equipment delivered to the Redelivery Location or into storage pursuant to
subsection (c) of this Section 5 shall be deemed redelivered hereunder.

©) Storage. Lessee shall store, at Lessee’s sole cost and expense, such
Items of Equipment as Lessor shall designate pursuant to a Return Notice on storage tracks
owned or leased by Lessee and selected by Lessee for a period of 60 days (the "Free Storage
Period") commencing, as to each such Item of Equipment, on the date on which such Item of
Equipment shall be placed in storage. During the Free Storage Period, such storage shall be
at Lessee’s expense and risk of loss.

Upon not less than 30 days’ prior written notice, Lessee shall transport the
stored Items of Equipment to the Redelivery Location designated by Lessor, the movement of
such Items of Equipment during any storage period to be at the expense and risk of Lessee;
provided, however, that Lessee shall not be obligated, at its expense, to move such Items of
Equipment at the request of Lessor more than once. Upon the commencement of the
transport of any stored Items of Equipment pursuant to the preceding sentence, the storage
period with respect to such Items of Equipment shall for all purposes be deemed to have
terminated.

During any such storage period, Lessee will permit Lessor or any person
designated by it, including the authorized representative or representatives of any prospective
purchaser or lessee of the stored Items of Equipment, to inspect the same during normal
business hours upon reasonable notice by Lessor; provided, however, that Lessee shall not be
liable, except in the case of negligence of Lessee or of any of its employees or agents, (i) for
any injury to, or the death of, any person exercising, whether on behalf of Lessor or any
prospective purchaser or lessee, the right of inspection granted by this sentence, or (ii) for
any damage to property caused by such inspection.

(d)  Per Diem Rental. In the event that any Item of Equipment shall not be
redelivered pursuant to Section 5(b)(i) or stored in the manner provided by Section S(b)(ii),
the Term of this Lease shall be extended with respect to such Item of Equipment for any
period necessary to effect such redelivery or storage; and Lessee shall pay to Lessor, for
each day that such redelivery shall not be effected after the applicable Return Date or for
each day that such storage shall not be effected within 60 days after the applicable Return
Date, an amount equal to the daily equivalent of 50% of the arithmetic average of the Basic
Rent payable with respect to such Item of Equipment during the Basic Lease Term.

(e) Event of Loss During Storage. In the event that any Item of
Equipment shall suffer an Event of Loss during the Free Storage Period zpplicable to such

Item of Equipment or prior to redelivery of such Item of Equipment after expiration of the
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Free Storage Period, Lessee shall pay Lessor the Stipulated Loss Value thereof as provided
in Section 10; provided, however, that Lessee shall have no obligation to pay Lessor the
Stipulated Loss Value for an Item of Equipment which suffers an Event of Loss while being
inspected by Lessor or a prospective purchaser or lessee to the extent such Event of Loss
shall be the proximate result of the negligence of Lessor or such prospective purchaser or
lessee.

® Event of Loss Generally. If, despite its best efforts, Lessee has not
delivered any Item of Equipment into Lessor’s possession or into storage within 270 days
after the applicable Return Date, at its option, Lessee may declare an Event of Loss with
respect to such Item of Equipment and pay to Lessor either (i) if such Item of Equipment
was to have been returned at the Basic Lease Termination Date, the then fair market sales
value (determined by Independent Appraisal) (but in no event less than the Stipulated Loss
Value for such Item of Equipment as of the Basic Lease Termination Dae) or (ii) if the Item
of Equipment was to have been returned at the end of a Renewal Term, the then fair market
sales value for such Item of Equipment. Upon payment of such amount, Lessor’s right, title
and interest in such Item of Equipment will be transferred to Lessee in accordance with
Section 10(a).

Section 6. Liens. Lessee will not directly or indirectly create, incur, assume,
permit or suffer to exist any Lien on or with respect to any Item of Equipment, title thereto
or any interest therein or in this Lease except (i) the respective rights of Lessor and Lessee
as herein provided, the Lien created under the Indenture and the rights of the Owner
Participant, the Owner Trustee and the Indenture Trustee under the Trust Agreement, the
Indenture and the Participation Agreement, (ii) the rights of others under agreements or
arrangements to the extent expressly permitted by the terms of Section 7(c), (iii) Lessor’s
Liens and Trustee’s Liens, (iv) Liens for Taxes either not yet due or being contested in good
faith by appropriate proceedings, (v) materialmen’s, mechanics’, workmen’s, repairmen’s,
employees’ or other like Liens arising in the ordinary course of business for amounts the
payment of which is either not yet delinquent or is being contested in good faith by
appropriate proceedings and (vi) Liens arising out of judgments or awards against Lessee
with respect to which an appeal or proceeding for review is being prosecuted in good faith.
Lessee shall notify Lessor promptly of the imposition of any such Lien not excepted above,
shall pay promptly, if there exists a material risk of the sale, forfeiture or loss of any Item of
Equipment or any interest therein as a result of the imposition of such Lien, or shall pay or
adequately bond against, such Lien within 45 days and shall at Lessee’s own cost and
expense cause the same to be discharged, dismissed or removed promptly, and in any event
within 90 days after Lessee first obtains knowledge of the existence of ary such Lien;
provided, however, that, notwithstanding the foregoing, Lessee shall have the right to contest
any such Lien described in clause (iv), (v) or (vi) above in good faith by appropriate
proceedings, diligently prosecuted or appealed provided such contest shall not result in any
risk of criminal liability to the Indenture Trustee, Lessor or the Owner Participant or any
material risk of the sale, forfeiture or loss of any Item of Equipment or any interest therein.
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Lessee shall protect, save and keep harmless the Owner Participant, Lessor, the Owner Trust
Estate, the Owner Trustee, the Indenture Estate, the Indenture Trustee and the Holders from
time to time of the Equipment Notes and their respective successors and assigns from and
against any and all liabilities, obligations, losses, damages, penalties, claims, actions, suits,
costs, expenses and disbursements (including reasonable legal fees and disbursements) of
whatsoever kind and nature that may be imposed on, incurred by or asserted at any time
(whether before, during or after the Term applicable to any Item of Equipment) against the
Owner Participant, Lessor, the Indenture Estate, the Owner Trust Estate, the Indenture
Trustee, the Owner Trustee or any Holder in any way relating to or arising out of any such
Liens that are not Permitted Liens.

Section 7. Maintenance; Operation; Possession; Identification Marks.
(a) Maintenance. Lessee, at its own expense and in a manner comparable to that of other

Class I line haul railroads, will maintain, repair and service each Item of Equipment in the
same manner as employed by Lessee for similar items of equipment ownzd or leased by it at
such time so that such Item of Equipment will remain (i) in good operating condition
(ordinary wear and tear excepted), (ii) in compliance with any and all Applicable Law and
(iii) in a condition suitable for interchange.

(b) Operation. Each Item of Equipment will be used in the general
operation of Lessee’s (or, if permitted under Section 7(c), any sublessee’s) freight rail
business, on Lessee’s railroad system, on railroad lines over which Lessee (or any sublessee)
has trackage rights and on railroad lines of other railroads, predominantly in the United
States and Canada in the usual interchange of traffic or in through or run-through service;
provided, however, that Lessee (or any sublessee) (i) will use each Item of Equipment only
in the manner for which it was designed and intended and (ii) will not use or operate any
such Item of Equipment in any manner contrary to Applicable Law.

(©) Possession. Except as otherwise permitted by Section 7(b) or herein in
this Section 7(c), Lessee will not, without the prior written consent of Lessor, sublease or
otherwise in any manner deliver, transfer or relinquish possession of any Item of Equipment;
provided that, so long as no Event of Default shall have occurred and be continuing, Lessee
may, without the prior written consent of Lessor, sublease any Item of Equipment to any
entity which is incorporated in the United States of America (or any State thereof or the
District of Columbia) or Canada, for use upon lines of railroad owned or operated by Lessee
or such entity or by a railroad company incorporated in the United States or Canada or over
which Lessee, such entity or such railroad company has trackage rights or rights for
operation of its trains, and upon the lines of railroad of connecting and other carriers in the
usual interchange of traffic or in through or run-through service, but any such sublease shall
be subject and subordinate to all the terms and conditions of this Lease and the Lien of the
Indenture and only for a term which shall not extend beyond the Term applicable to such
Item of Equipment; provided, however, that any such sublease shall by its terms require that
the sublessee comply with Section 7(b). Lessee will notify Lessor, and furnish copies, of
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any sublease having a term in excess of one year. No such sublease shall relieve Lessee of
its obligations under any Operative Document, which shall be and remain those of a principal
and not a surety.

(d) Identification Marks. ILessee will cause each Item of Equipment to be
numbered with the identification number set forth in Schedule II. Lessee¢ will not change the
identification number of any Item of Equipment unless and until (i) a statement of new
number or numbers to be substituted therefor shall have been filed with the Indenture Trustee
and Lessor and duly filed and deposited by Lessee in all public offices where this Lease and
the Indenture shall have been filed and deposited and (ii) Lessee shall have furnished the
Indenture Trustee and Lessor an Opinion of Counsel to the effect that such statement has
been so filed and deposited, and that no other filing, deposit or giving of notice with or to
any Federal, Canadian, District of Columbia, State, provincial or local government or agency
of any thereof is necessary to protect the rights of the Indenture Trustee and Lessor in such
Item of Equipment.

Except as provided in the immediately preceding paragrapa, Lessee will not
allow the name of any person, association or corporation to be placed on any Item of
Equipment as a designation that might be interpreted as a claim of ownership; provided,
however, that an Item of Equipment may be lettered with the names or initials or other
insignia customarily used by Lessee or its Affiliates.

Section 8. Replacement of Parts; Alterations, Modifications and Additions.
(a) Required Changes. In the event that, during the Term applicable to any Item of
Equipment and prior to the redelivery of such Item of Equipment pursuant to Section 5,
Applicable Law requires any alteration, replacement, addition or modification of or to any
Part or any Item of Equipment, Lessee will comply therewith at its own expense; provided,
however, that if Lessee determines that any such alteration, addition, replacement or
modification is economically impractical, Lessee shall have the right, at its option, on at least
30 days’ irrevocable notice to Lessor and the Indenture Trustee, to terminate this Lease with
respect to such Item of Equipment, and to purchase such Item of Equipment on the next
succeeding Rent Payment Date at an amount equal to the greater of (i) the then applicable
Termination Value or (ii) the then fair market sales value (determined w:thout regard to such
alteration, addition, replacement or modification), plus (x) all other Supplemental Rent due
and owning on such Rent Payment Date and (y) the Basic Rent due and payable on such Rent
Payment Date (other than Basic Rent for such Items of Equipment specified in Exhibit C to
be payable on such Rent Payment Date in advance for the period commencing on such Rent
Payment Date); provided further, however, that Lessee agrees, on behalf of Lessor, to give
an irrevocable written notice of redemption to the Indenture Trustee with respect to that
portion of the Equipment Notes Outstanding to be redeemed pursuant to Section 4.02(F) of
the Indenture in connection with such termination. Any such alteration, replacement,
addition or modification, or any alteration, replacement, addition or modification made by
Lessee which is not readily removable shall constitute accessions to the relevant Item of

43475/NYL2




11

Equipment and full ownership thereof, free from any Lien, shall immediately vest in Lessor,
and shall become subject to the Lien of the Indenture.

) Voluntary Changes. Lessee shall be entitled from time to time to
install, at its expense, additions or improvements to any Item of Equipment which do not
impair the value, utility, or remaining useful life of such Item of Equipment. If the additions
and improvements are readily removable without causing damage and not. otherwise required
by Applicable Law, they may be removed and retained by Lessee before such Item of
Equipment is returned to Lessor. Lessee will repair all damage resulting from the
installation or removal of any such additions or improvements, and will not be required to
remove any addition or improvement if its retention will not impair the value, utility or
remaining useful life of the affected Item of Equipment in the possession of Lessor. If the
additions and improvements are not readily removable without causing damage, such
additions and improvements shall become the property of Lessor, and subject to the Lien of
the Indenture, at the time such additions or improvements are made.

Section 9. Voluntary Termination for Obsolescence or Surplus. (a) Right of
Termination. In the event that Lessee shall determine that any Items of IZquipment shall

have become obsolete or surplus to Lessee’s requirements and shall have delivered to Lessor
and the Indenture Trustee an Officer’s Certificate to such effect, Lessee shall have the right,
at its option, on at least 90 days’ prior revocable written notice to Lessor and the Indenture
Trustee (which notice shall become irrevocable on the 30th day following the date of such
notice to terminate this Lease) (provided, that if less than all Items of Equipment are selected
by Lessee, then Lessee’s selection of boxcars shall be on a random basis and Lessee’s
selection of hoppers shall be on a random basis as among Trainsets (with no selective
remixing of Trainsets by Lessee with the intention of improving its posit:on or biasing its
selection of Items of Equipment in contemplation of an option under this Lease)), on any
Rent Payment Date (a "Termination Date") specified in such notice; provided, however, that
Lessee agrees, on behalf of Lessor, to give an irrevocable written notice of redemption to the
Indenture Trustee with respect to that portion of the Equipment Notes Outstanding to be
redeemed pursuant to Section 4.02(B) of the Indenture in connection with such termination;
and provided further that (a) the Termination Date shall occur during the Basic Lease Term
on or after the fifth anniversary of the Basic Lease Commencement Date and (b) such
Termination Date shall occur on a Rent Payment Date at least 60 days after Lessee, on
behalf of Lessor, gives the notice to the Indenture Trustee referred to in the second proviso
of this sentence to redeem Equipment Notes Outstanding in the manner specified in Section
4.02(B) of the Indenture.

(b) Sale of Items of Equipment. Lessee, as exclusive agent for Lessor,
shall, from the date of Lessee’s notice given pursuant to Section 9(a) until the relevant
Termination Date, use reasonable efforts in a commercially reasonable manner to obtain cash
bids for the purchase on such Termination Date of the Items of Equipment as to which this
Lease is to be so terminated. No later than five Business Days prior to such Termination
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Date, Lessee shall provide to Lessor in writing the amount and terms of zach bid received by
Lessee and the name and address of the Person submitting each such bid. In the event
Lessor receives any bid, Lessor shall promptly, and in any event at least five Business Days
prior to such Termination Date, provide to Lessee in writing the amount and terms of such
bid and the name and address of the Person submitting such bid. Unless such Items of
Equipment are to be retained by Lessor in accordance with Section 9(d), on such
Termination Date,

(A)  Lessee shall (subject to receipt by Lessor and the other Persons entitled
thereto of the amount specified in the immediately succeeding paragraph of this
Section 9(b)) deliver such Items of Equipment to the highest net cash bidder (or such
other purchaser acceptable to Lessor and Lessee); and

B) Lessor shall simultaneously therewith (i) if the Indenture shall then not
be in effect, sell such Items of Equipment for cash to such bidder on an "as is, where
is and with all faults" basis and without recourse or warranty (except as to the
absence of Lessor’s Liens), or (ii) if the Indenture shall then be in effect, request the
Indenture Trustee to transfer legal title to such Items of Equipment for cash to such
bidder (or such other purchaser) on an "as is, where is and with &ll faults" basis and
without recourse or warranty (except as to the absence of Trustee's Liens).

The total cash sales price realized at such sale shall be paid to Lessor or to the
Persons entitled to receive the same and, in addition, on the Termination Date, Lessee shall
pay to Lessor or to the Persons entitled thereto an amount equal to the sum of:

x) the excess, if any, of (A) the Termination Value for such Items of
Equipment over (B) the cash sales proceeds paid to Lessor, plus

) all other Supplemental Rent (including any Premium) due and owing on
the Termination Date, plus

(z) the Basic Rent due and payable on the relevant Termination Date (other
than Basic Rent for such Items of Equipment specified in Exhibit C to be payable on
such Termination Date in advance for the period commencing on such Termination
Date).

(©) Certain Obligations Upon Sale of Items of Equipment. Lessee, in
acting as Lessor’s agent in selling the Items of Equipment with respect to a termination
described in Section 9(a), shall have no liability to Lessor for failure to obtain the best price,
shall act in its sole discretion and shall be under no duty to solicit bids publicly or in any
particular market. Lessee’s sole interest in acting as agent shall be to sell such Items of
Equipment at a price that reduces or eliminates Lessee’s obligation to pay the items set forth
in the second paragraph of Section 9(b).
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(d) Retention of Items of Equipment by Lessor. Notw ithstanding the
provisions of Section 9(b) to the contrary, Lessor may, by irrevocable written notice to
Lessee and the Indenture Trustee at any time within 45 days after receipt of Lessee’s notice
of termination elect to retain any Item of Equipment designated by Lessez pursuant to
Section 9(a) as being obsolete or surplus, in which event Lessor shall on such Termination
Date (i) pay to the Indenture Trustee an amount equal to the aggregate redemption price
specified in Section 4.02(B) of the Indenture and (ii) deliver to Lessee with respect to any
such Item of Equipment an unconditional release of all obligations of Lessee to pay (1) the
Termination Value (other than Premium) in respect thereof, (2) all Basic Rent payable in
advance on Rent Payment Dates occurring on or after such Termination Date and (3) all
Basic Rent payable in arrears on Rent Payment Dates occurring after such Termination Date.
Subject to receipt by the Indenture Trustee on the Termination Date of the amount specified
in clause (i) of this subsection (d) and receipt by Lessee on the Termination Date of the
release specified in clause (ii) of this subsection (d), (1) Lessee (x) shall deliver such Item of
Equipment to Lessor in the same manner and condition as if delivery were being made to
Lessor at the end of the Term applicable thereto pursuant to Section 5, and (y) shall pay to
Lessor or to the Persons entitled thereto (including the Holders) all Supplemental Rent (other
than the Termination Value of such Item of Equipment) due and owing on such Termination
Date, the amount of Premium, if any, on the Equipment Notes to be redeemed on such
Termination Date and any Basic Rent due and payable (other than Basic Rent for such Items
of Equipment specified in Exhibit C to be payable on such Termination Date in advance for
the period commencing on such Termination Date) on or prior to such Termination Date and
(2) Lessor shall request the Indenture Trustee to execute and deliver to Lissor an appropriate
instrument conveying legal title to such Item of Equipment to Lessor and releasing such Item
of Equipment from the Lien of the Indenture and Trustee’s Liens.

Section 10. Loss, Destruction. Requisition, Etc. (a) Event of Loss. Upon
the occurrence of an Event of Loss with respect to any Item of Equipment, Lessee shall
promptly (and, in any event, within 60 days after such determination) give Lessor and the
Indenture Trustee written notice of such Event of Loss and on the Rent Payment Date next
succeeding the 30th day following the giving of such notice (the "Loss Pzayment Date"),
Lessee shall pay to Lessor or to the Persons entitled thereto,

(A)  the Stipulated Loss Value for such Item of Equipment on such Loss
Payment Date, plus

(B)  all other Supplemental Rent due and owing on such Loss Payment
Date, plus

(C)  the Basic Rent due and payable on such Loss Payment Date (other than
Basic Rent for such Items of Equipment specified in Exhibit C to be payable on such
Loss Payment Date in advance for the period commencing on such Loss Payment
Date).
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In the event of payment in full of the Stipulated Loss Value for such Item of
Equipment and all other amounts payable pursuant to the foregoing paragraph, (1) the
obligation of Lessee to pay any Basic Rent for such Item of Equipment on any Rent Payment
Date occurring subsequent to the Loss Payment Date for that Item of Equipment shall
terminate, (2) the Term for such Item of Equipment shall end and (3) Lessor shall transfer
such Item of Equipment to Lessee, on an "as is, where is and with all faults" basis and
without recourse or warranty (except as to Lessor’s Liens), and if the Indenture shall then be
in effect, request the Indenture Trustee to transfer to Lessee legal title to such Item of
Equipment without recourse or warranty (except as to Trustee’s Liens).

(b) Application of Payments from Governmental Authorities for Requisition
of Title or Use. Any payments (including insurance proceeds the application of which is
provided for in Section 11) received at any time by Lessor or by Lessee from any
governmental authority or other Person with respect to an Event of Loss shall, after
reimbursement of Lessor for costs and expenses, be applied in reduction of Lessee’s
obligation to pay the Stipulated Loss Value required to be paid by Lessee pursuant to Section
10(a), if not already paid by Lessee, or, if already paid by Lessee, shall be applied to
reimburse Lessee for its payment of such Stipulated Loss Value, and the balance, if any, of
such payments remaining thereafter shall be paid over to, and retained by Lessee and Lessor,
as their interests may appear.

©) Application of Payments During Existence of Event of Default. Any
amount referred to in this Section 10 that is payable to Lessee shall not be paid to Lessee, or
if it has been previously paid directly to Lessee, shall not be retained by Lessee, if at the
time of such payment an Event of Default of the Lease shall have occurred and be
continuing, but shall be paid to and held by Lessor as security for the obligations of Lessee
under this Lease, and at such time as there shall not be continuing any such Event of
Default, such amount shall be paid to Lessee.

Section 11. Insurance. Lessee will at all times prior to the redelivery of all
Items of Equipment to Lessor in accordance with the provisions of Section 5, as part of an
insurance program including appropriate risk retention and self-insurance, and at its own
expense, cause to be carried and maintained casualty insurance and public liability insurance
in respect of the Items of Equipment in amounts and against such risks as are customarily
insured against by Lessee in respect of similar equipment owned or leased by it. All
insurance policies required hereunder shall name Lessor (both in its individual and trust
capacities), the Owner Participant, the Indenture Trustee (both in its ind:vidual and trust
capacities) and the Pass Through Trustee (both in its individual and trust capacities) as
additional insureds, or loss payees, as their interests may appear.

Any of Lessor, the Owner Participant, the Indenture Trus:ee and the Pass
Through Trustee shall have the right to carry insurance on the Items of 12quipment for its
own benefit and, unless required to be maintained by Lessee hereunder, at their respective

43475/NYL2




15

expense; provided, however, that any insurance maintained by Lessor, the Owner Participant
or the Indenture Trustee shall not adversely affect Lessee’s rights to mairtain insurance as to
the Items of Equipment. Lessee agrees to abide by the terms and conditions of each policy
of insurance obtained in compliance with this Section 11.

Section 12. Inspection. At all reasonable times during the Term applicable to
any Item of Equipment, including any applicable storage period provided in Section 5, upon
reasonable notice, Lessor, the Owner Participant and the Indenture Trustee or their
authorized representatives may, at their own expense and risk and at no cost to Lessee,
inspect all Items of Equipment and the books and records of Lessee relating thereto at the
locations thereof on Lessee’s premises where such Items of Equipment or such books and
records are then located. No inspection pursuant to Section 5 or this Section 12 shall
interfere with the use, operation or maintenance of any Item of Equipment or the normal
conduct of Lessee’s business, and Lessee shall not be required to undertae or incur any
additional liabilities in connection therewith. Lessor, the Owner Participant and the
Indenture Trustee shall have no duty to make any such inspection and shzll not incur any
liability or obligation by reason of not making any such inspection.

Section 13. Assignment, Etc. Except as otherwise provided in Section 11(d)
of the Participation Agreement or Section 7(c), Lessee will not, without prior written consent
of Lessor, assign any of its rights hereunder or any Item of Equipment. Except as elsewhere
herein provided or as expressly permitted by the provisions of the Trust Agreement, the
Indenture or the Participation Agreement, Lessor agrees that it will not assign or convey its
right, title and interest in and to this Lease or any Item of Equipment. The terms and
provisions of this Lease shall be binding upon and inure to the benefit of Lessor and Lessee
and their respective successors and assigns.

Section 14. Events of Default. The following events shall constitute "Events

of Default":

(a) Lessee shall fail to make any payment of Basic Rent, Termination
Value, Stipulated Loss Value or Premium or any other amount of Supplemental Rent
contemplated pursuant to the provisions of any Operative Document to constitute the
source of any payment of principal of, or interest or Premium on, any Equipment
Note on the date such payment by Lessee shall become due and such failure shall be
continuing at the end of the 10th calendar day after such payment shall become due;

(b) Lessee shall fail to perform or observe any other material covenant,
condition or agreement to be performed or observed by it hereundzr (other than those
referred to in paragraph (a) of this Section 14) or under any other Operative
Document (other than the Tax Indemnity Agreement) or any document or certificate
furnished by it to Lessor or the Owner Participant and Lessee shall not have cured
such failure on or prior to the 30th day after Lessee shall have received notice of such
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failure from Lessor; provided, however, that Lessee shall be given an additional 150
days to correct such failure if Lessee is diligently proceeding to correct such failure at
the end of the original 30-day period and reasonably expects to correct such failure
within such additional period;

(c) any material representation or warranty made by Lzssee herein or in
any other Operative Document (other than in the Tax Indemnity Agreement) shall
prove at any time to be incorrect as of the date made in any material respect, and
such inaccuracy shall continue to be material and unremedied for a period of 30 days
after receipt by Lessee of written notice from Lessor of such inaccuracy; provided
that Lessee shall be given an additional 30 days to cure such inaccuracy if Lessee is
diligently pursuing such cure at the end of the original 30-day period and reasonably
expects such cure can be effected within such additional period;

(d) Lessee shall file a voluntary petition in bankruptcy or a voluntary
petition or an answer seeking reorganization in a case or proceeding under any
applicable bankruptcy or insolvency law (as now or hereafter in effect) or an answer
admitting the material allegations of a petition filed against Lessee in any such case or
proceeding; or Lessee shall by voluntary petition, answer or consznt seek relief under
the provisions of any now existing or future bankruptcy, insolvency or other similar
law providing for the liquidation, reorganization or winding-up of corporations, or
providing for an agreement, composition, extension or adjustment with its creditors;
or

() a receiver, trustee, liquidator or custodian of Lessez or of a substantial
part of its property shall be appointed by court order and such order shall remain in
effect for more than 60 days; or Lessee shall be adjudicated bank:upt or insolvent and
such order shall remain in effect for more than 60 days; or a petition shall be filed
against Lessee under any bankruptcy, reorganization, arrangemen, insolvency,
readjustment of debt, dissolution or liquidation law of any jurisdiction, whether now
or hereafter in effect, and shall not be dismissed within 60 days after such filing; or
an order for relief shall be entered against Lessee; or Lessee shall make a general
assignment for the benefit of its creditors; or Lessee shall admit in writing its inability
to pay its debts generally as they become due, or shall be unable to pay or shall be
generally not paying its debts as they become due.

Section 15. Remedies. Upon the occurrence of any Event of Default and at
any time thereafter so long as the same shall be continuing, Lessor may, at its option,
declare this Lease to be in default by a written notice to Lessee (except that no such
declaration shall be required in the case of an Event of Default pursuant to Paragraph (d) or
(e) of Section 14); and at any time thereafter and so long as such Event of Default is
continuing, Lessor may do and Lessee will comply with one or more of the following with
respect to all or any Items of Equipment as Lessor in its sole discretion shall elect, to the
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extent permitted by, and subject to compliance with any requirements of, Applicable Laws
then in effect:

43475/NYL2

(a) cause Lessee, upon the written demand of Lessor and at Lessee’s
expense, to return promptly, and Lessee shall return promptly, all or such part of
such Items of Equipment as Lessor may so demand to Lessor or its order in the
manner and condition required by, and otherwise in accordance with all the provisions
of, Section 5, as if such Items of Equipment were being returned at the end of the
Term applicable thereto, and Lessee shall have complied with all the obligations
therein stated; or Lessor, at its option, may remove the same from possession and use
of Lessee, wherever found, subject to all requirements of due process of law;

(b) sell all or any Items of Equipment at public or private sale, as Lessor
may determine, or otherwise dispose of, hold, use, operate, lease to others (whether
for a period greater or less than the balance of what would have been the Term
applicable to such Item of Equipment in the absence of the termiration of Lessee’s
rights to such Item of Equipment) or keep idle all or any part of such Items of
Equipment all on such terms and conditions and at such place or places as Lessor, in
its sole discretion, may determine (provided, however, that Lessor may store Items of
Equipment on Lessee’s premises only to the date to which Lessor would have been
entitled had such Items of Equipment remained subject to the Lease at the end of the
Term), all free and clear of any rights of Lessee and of any claim of Lessee in equity,
at law or by statute, whether for loss or damage under the Operative Documents
except as hereinafter set forth in this Section 15 and without any duty to account to
Lessee with respect to such action or inaction or for any proceeds with respect
thereto, except to the extent required by paragraph (d) below if Lessor elects to
exercise its rights under such paragraph in lieu of its rights under paragraph (c)
below;

(©) whether or not Lessor shall have exercised, or shall thereafter at any
time exercise, any of its options, rights or remedies under paragraph (a) or paragraph
(b) above with respect to all or any Items of Equipment, Lessor, by written notice to
Lessee specifying a payment date which shall be a Rent Payment Date occurring not
earlier than 30 days from the date of such notice, may demand that Lessee pay to
Lessor, and Lessee shall pay Lessor, on the payment date specified in such notice, as
liquidated damages for loss of a bargain and not as a penalty (in lieu of the Basic
Rent payable after such Rent Payment Date), all unpaid Basic Rent due on or prior to
such Rent Payment Date, plus the Basic Rent due and payable on such Rent Payment
Date (other than Basic Rent for such Items of Equipment specified in Exhibit C to be
payable on such date in advance for the period commencing on such date), plus all
other amounts owing, including Supplemental Rent, plus whichever of the following
amounts Lessor, in its sole discretion, shall specify in such notice: (i) an amount
equal to the excess, if any, by which the aggregate Basic Rent for such Items of
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Equipment for the remainder of the Term applicable thereto, after discounting such
aggregate Basic Rent to present worth as of such Rent Payment Date at the original
Certificate Rate, over the fair market rental value of such Items of Equipment (taking
into account the actual condition of the Equipment) for the remairder of the Term
applicable thereto, after discounting such fair market rental value semi-annually
(effective on the Rent Payment Dates) to present worth as of such Rent Payment Date
at the original Certificate Rate; or (ii) an amount equal to the excess, if any, of the
Stipulated Loss Value for such Items of Equipment computed as ¢f such Rent
Payment Date, over the fair market sales value of such Items of Equipment (taking
into account the actual condition of such Items of Equipment) as of such Rent
Payment Date;

@ in the event Lessor, pursuant to paragraph (b) above, shall have sold all
or any part of any Items of Equipment, Lessor, in lieu of exercising its rights under
paragraph (c) above with respect to such Items of Equipment, may, if it shall so elect,
demand that Lessee pay to Lessor, and Lessee shall pay to Lessor, on the date of such
sale, as liquidated damages for loss of a bargain and not as a penalty (in lieu of the
Basic Rent payable after the date of such sale), the sum of (i) any unpaid Basic Rent
due on or prior to the date of sale, plus, if the date of sale is not a Rent Payment
Date, the daily equivalent of Basic Rent for each day from and including the Rent
Payment Date immediately preceding the date of such sale to but excluding the date of
such sale, plus (ii) if the date of such sale is a Rent Payment Date, the Basic Rent due
and payable on that date (other than Basic Rent for such Items of Equipment specified
in Exhibit C to be payable on such Date in advance for the period commencing on
such Date) plus all other amounts owing, including Supplemental Rent, plus (iii) the
excess of the Stipulated Loss Value for such Items of Equipment, computed as of the
Rent Payment Date immediately preceding the date of such sale, over the amount of
any net cash sales proceeds (net of the fair market value of any non-cash proceeds) to
Lessor (after deducting the reasonable out-of-pocket expenses incurred by Lessor),
together with interest on such amount at the Overdue Rate for the period, if any, from
such Rent Payment Date to and including the date of actual payment of Stipulated
Loss Value to Lessor; and

e Lessor may demand of Lessee, and Lessee shall pay to Lessor, the sum
of (i) Stipulated Loss Value, plus (ii) Supplemental Rent, plus (iii) any unpaid Basic
Rent due on or prior to the date of payment, plus, if the date of such payment is not a
Rent Payment Date, the daily equivalent of Basic Rent for each day from and
including the Rent Payment Date immediately preceding the date of such sale but
excluding the date of such sale, plus (iv) if the date of such payment is a Rent
Payment Date, the Basic Rent due and payable on that Date (other than Basic Rent for
such Items of Equipment specified in Exhibit C to be payable on such Date in
advance for the period commencing on such Date), in exchange for which Lessor
shall convey to Lessee title to such Items of Equipment; and
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® Lessor may rescind this Lease as to all Items of Equipment, or may
exercise any other right or remedy which may be available to it under Applicable Law
or proceed by appropriate court action to enforce the terms hereof or to recover
damages for the breach hereof.

In addition, Lessee shall be liable for any and all Supplemental Rent payable
hereunder before, during or after the exercise of any of the foregoing remedies and, on an
After-Tax Basis, except as otherwise provided above, for all reasonable l2gal fees and other
reasonable costs and expenses incurred by reason of the occurrence of any Event of Default
or the exercise of Lessor’s remedies with respect thereto, including all reasonable costs and
expenses incurred in connection with the return of any Items of Equipment in accordance
with the terms of Section 5, including, without limitation, any costs and =xpenses incurred by
the Owner Participant, Lessor or the Indenture Trustee in connection with any retaking of
such Items of Equipment in accordance with Section 15(a) or in placing such Items of
Equipment in the condition required by such Section. For the purpose or paragraph (c)
above, the "fair market rental value" or the "fair market sales value" of any Items of
Equipment shall be determined by an Independent Appraisal. At any sale of any Items of
Equipment pursuant to this Section 15, Lessor, the Indenture Trustee or the Owner
Participant may bid for and purchase such property. Except as otherwise expressly provided
above, no remedy referred to in this Section 15 is intended to be exclusive, but each shall be
cumulative and in addition to any other remedy referred to above or otherwise available to
Lessor at law or in equity; and the exercise or beginning of exercise by Lessor of any one or
more of such remedies shall not preclude the simultaneous or later exercise by Lessor of any
or all of such other remedies. No express or implied waiver by Lessor of any Event of
Default shall in any way be, or be construed to be, a waiver of any future or subsequent
Event of Default.

Section 16. Further Assurances. Lessee at its own expense will promptly and
duly execute and deliver to Lessor such further documents and assurances and take such
further action as Lessor may from time to time reasonably request in order to effectively
carry out the intent and purpose of this Lease and to establish and protect the rights and
remedies created or intended to be created in favor of Lessor hereunder.

Section 17. Notices. All notices required or permitted by the terms of this
Lease shall be in writing. Any written notice shall become effective when delivered. Any
written notice shall be mailed, certified or registered mail, return receipt requested, with
proper first class postage prepaid, sent by telex, telegram or telecopy (with such telex,
telegram or telecopy to be confirmed in writing), by overnight delivery service or delivered
by hand. Any written notice shall be addressed (i) if to Lessee, at 2001 Market Street, Two
Commerce Square, Philadelphia, Pennsylvania 19101-1425, Attention: Director-Financing,
or at such other address as Lessee shall from time to time designate in writing to Lessor and
to the Indenture Trustee, (ii) if to Lessor, at 35 North Sixth Street, Reading, Pennsylvania
19603, Attention: Corporate Trust Department, or at such other address as Lessor shall
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from time to time designate in writing to Lessee and to the Indenture Trustee, with a copy to
the Owner Participant, (iii) if to the Owner Participant, addressed to the Owner Participant at
60 Wall Street, New York, New York 10260, Attention: Document Adrninistration, or at
such other address as the Owner Participant shall from time to time designate in writing to
Lessor and to Lessee, and (iv) if to the Indenture Trustee, at Rodney Square North,
Wilmington, DE 19890, Attention: Corporate Trust Department, or at such other address as
the Indenture Trustee shall from time to time designate in writing to Lessor and Lessee, with
a copy to the Owner Participant.

Section 18. Net Lease, Etc. Except as otherwise provided in this Section 18
and in Section 26, this is a net lease, and Lessee’s obligation to pay all Kent payable
hereunder and to perform its other obligations under the Operative Docurnents shall be
absolute and unconditional under any and all circumstances and shall not be affected by any
circumstance of any character including, without limitation, (i) an unconditional obligation to
pay Rent until this Lease terminates in accordance with its terms except that, and provided
that no Event of Default under Section 14(a) of this Lease exists, in the case of an
interference with Lessee’s right of quiet enjoyment by Lessor or someone: claiming through
or against Lessor (other than the Indenture Trustee, any Holder, any trustee or holder of
indebtedness from any refinancing or any Person claiming through or against any of the
foregoing) (which interference results in Lessee’s inability to use any Iterns of Equipment in
accordance with the terms of this Lease), then upon the expiration of ten Business Days after
Lessor and the Owner Participant have received from any authorized employee or agent of
Lessee telephonic notice (which shall be promptly confirmed in writing by Lessee) of such
interference describing such interference in such detail as is reasonably available to Lessee,
Lessee shall have the right to abate that portion of the Rent allocable to the Items of
Equipment the use of which was so interfered with in excess of the amount necessary to
make all payments with respect to the Equipment Notes Outstanding until the interference is
eliminated; provided, however, that exercise of any rights, including inspection rights, by
Lessor or the Owner Participant under the Operative Documents shall not constitute such an
interference; (ii) any unavailability of any Item of Equipment, after its delivery and
acceptance by Lessee hereunder, for any reason, including, without limitiation, any lack or
invalidity of title or any other defect in the title, condition, design, operation, merchantability
or fitness for use of any Item of Equipment; or (iii) except as provided in clause (i) above,
any loss or destruction of, or damage to, any Item of Equipment or interruption or cessation
in the use or possession thereof by Lessee for any reason whatsoever and of whatever
duration.

If for any reason whatsoever this Lease shall be terminated in whole or in part
by operation of law or otherwise except as specifically provided herein, Iessee nonetheless
agrees to pay to Lessor or to the Indenture Trustee, as the case may be, an amount equal to
each Rent payment under Section 3 at the time such payment would have become due and
payable in accordance with the terms hereof had this Lease not been terminated in whole or
in part. Lessee hereby waives, to the extent permitted by Applicable Law, any and all rights
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which it may now have or which at any time hereafter may be conferred upon it, by statute
or otherwise, to terminate, cancel, quit or surrender this Lease or to abate Rent except in
accordance with the express terms hereof. Except to the extent of any payment in excess of
that required to be made hereunder, each payment of Rent made by Lessze shall be final, and
Lessee will not seek to recover all or any part of such payment from the Indenture Trustee,
and any Holder, Lessor or the Owner Participant for any reason whatsoever.

Notwithstanding any other provision of this Section 18 to the contrary, Lessee shall not be
impaired in the exercise of any right it may have to assert and sue upon any claim it may
have against Lessor or the Owner Participant in a separate action.

Section 19. Renewal Options. (a) Renewal Options. So long as no Event of
Default pursuant to Section 14(a), 14(d) or 14(e) of this Lease shall have occurred and be
continuing at the time of the 90-day notice described in Section 19(b)(i) and subject to receipt
by Lessor of an Independent Appratisal at least 180 days prior to the Basic Lease Termination
Date, Lessee shall have the option to extend the lease hereunder with respect to any or all
Items of Equipment for up to four (4) successive periods of at least one vear each selected by
Lessee, with the first such period commencing at the end of the Basic Lease Term and the
remaining such periods running consecutively from the end of the first such (or, as the case
may be, preceding) Fixed Rate Renewal Term (any such renewal term, a "Fixed Rate
Renewal Term"). The rental rate during any Fixed Rate Renewal Term shall equal (i) the
lesser of the then fair market value or fifty percent (50%) of the average annual Basic Rent
during the Basic Lease Term (or over any shorter averaging period used to satisfy the "initial
period” requirement of Section 4.08(2) of Rev. Proc. 75-28) if Lessee elzcts to extend the
Lease for all or a portion of the Equipment for the full Maximum Renewal Period or (ii) fifty
percent (50%) of such average Basic Rent over such Basic Lease Term if Lessee elects to
extend the Lease for all or a portion of the Equipment for less than the filll Maximum
Renewal Period. Notwithstanding the foregoing, the aggregate term of all Fixed Rate
Renewal Terms shall not exceed the Maximum Renewal Period.

In addition, and so long as no Event of Default pursuant to Section 14(a),
14(d) or 14(e) of this Lease shall have occurred and be continuing at the time of the 90-day
notice described in Section 19(b)(i1), Lessee shall have the option to extend the lease
hereunder with respect to any or all Items of Equipment for one or more additional periods
of at least one year each, with the first such period commencing at the end of the final Fixed
Rate Renewal Term and the remaining such periods running consecutively from the end of
the first such (or, as the case may be, preceding) FMV Renewal Term, at the then fair
market rental value (any such renewal term, a "FMV Renewal Term").

(b) Exercise of Option. (i) Not less than 120 days prior to the end of the
Basic Lease Term or any Fixed Rate Renewal Term, as the case may be, Lessee shall give
Lessor irrevocable written notice as to whether Lessee intends to return all or a portion of
the Equipment or to exercise a purchase or renewal option. Lessee may exercise its option
to extend this Lease as provided in the first paragraph of Section 19(a) by irrevocable written
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notice delivered to Lessor not less than 90 days prior to the Basic Lease Termination Date or
Fixed Rate Renewal Term, as the case may be.

(ii)  Not less than 120 days prior to the end of the final Fixed Rate Renewal
Term or any FMV Renewal Term, as the case may be, Lessee shall give Lessor irrevocable
written notice as to whether Lessee intends to return all or a portion of the Equipment or to
exercise a purchase or renewal option. Lessee may exercise its option to extend this Lease
as provided in the second paragraph of Section 19(a) by irrevocable written notice delivered
to Lessor not less than 90 days prior to the end of the final Fixed Rate Kenewal Term or
FMYV Renewal Term, as the case may be.

(iii)  If Lessor and Lessee shall be unable to agree upon the fair market
rental value of the relevant Items of Equipment 365 days prior to the date on which this
Lease would otherwise expire, then such fair market rental shall be determined by
Independent Appraisal; provided, however, that such Independent Appraisal shall be provided
not later than 180 days before the date on which the Lease with respect 1o the related Items
of Equipment would otherwise expire.

(c) Stipulated Loss Value. (i) The amounts payable as Stipulated Loss
Value during any Fixed Rate Renewal Term upon an Event of Loss of any Item of
Equipment shall equal an amount derived on a straight-line basis from (x) the greater of
(A) Stipulated Loss Value in effect on the last day of the Basic Lease Term or of the first
such (or, as the case may be, preceding) Fixed Rate Renewal Term or (3) the fair market
sales value of such Item of Equipment on the last day of the Basic Lease Term or of the first
such (or, as the case may be, preceding) Fixed Rate Renewal Term and (y) the fair market
sales value at the end of such Fixed Rate Renewal Term.

(1))  The amounts payable as Stipulated Loss Value during any FMV
Renewal Term upon an Event of Loss of any Item of Equipment shall ecual an amount
derived on a straight-line basis from (x) the greater of (A) Stipulated Loss Value in effect on
the last day of the final Fixed Rate Renewal Term or of the first such (or, as the case may
be, preceding) FMV Renewal Term, as the case may be, or (B) the fair market sales value of
such item of Equipment on the last day of the final Fixed Rate Renewal Term or of the first
such (or, as the case may be, preceding) such FMV Renewal Term, as the case may be, and
(y) the fair market sales value at the end of such FMV Renewal Term.

(d)  Evidence of Renewal. In the event this Lease is extended pursuant to
this Section 19, such extension shall be evidenced by a separate lease exiension agreement
executed and delivered by Lessor and Lessee.

(e) New Leases. Upon the Final Payment Date with respect to any Item of
Equipment, so long as no Event of Acceleration has occurred and is conrinuing, the Lease
shall terminate with respect to such Item of Equipment and Lessee and Lessor shall be
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deemed to have entered into a new lease arrangement with respect to such Items of
Equipment upon terms and conditions identical to the terms of this Lease (provided that no
provisions relating to the Indenture Trustee and the Indenture shall be deemed to have been
included); provided, however, that if either Lessee or Lessor requests that a new lease be
entered into with respect to such Items of Equipment then Lessee and Lessor shall promptly
execute and deliver a new lease with respect to such Items of Equipment upon terms and
conditions identical to the terms of this Lease (provided that no provisions relating to the
Indenture Trustee and the Indenture shall be included).

Section 20. Purchase Options. (a) EBO Purchase Option. Lessee shall have
the option, on 30 days’ irrevocable notice, to purchase on the applicable EBO Date any or all
Items of Equipment then subject to this Lease (provided, that if less than all Items of
Equipment are selected by Lessee, then Lessee’s selection of boxcars shall be on a random
basis and Lessee’s selection of hoppers shall be on a random basis as among Trainsets (with
no selective remixing of Trainsets by Lessee with the intention of improving its position or
biasing its selection of Items of Equipment in contemplation of an option under this Lease))
at the percentage of the purchase price specified in Exhibit E (with payment of such purchase
price being made in installments on the EBO Payment Dates and in the EBO Payment
Amounts), but in no event less than the Termination Value for such Items of Equipment on
such EBO Date, provided that, if Lessee shall so purchase all Items of Equipment then
subject to the Lease and shall have assumed all obligations of Lessor under the Indenture in
form and substance satisfactory to Lessor and pursuant to Section 20 of the Participation
Agreement and Article 10 of the Indenture, the purchase price payable shall be reduced by
the principal amount of the Equipment Notes Outstanding after giving effect to the
application of the Basic Rent payable on such date.

(b) FMV Purchase Option. Lessee shall have the option to purchase any
or all Items of Equipment then subject to this Lease (provided, that if less than all Items of
Equipment are selected by Lessee, then Lessee’s selection of boxcars shall be on a random
basis and Lessee’s selection of hoppers shall be on a random basis as among Trainsets (with
no selective remixing of Trainsets by Lessee with the intention of improving its position or
biasing its selection of Items of Equipment in contemplation of an option under this Lease))
(i) on the applicable Basic Lease Termination Date, at a purchase price equal to the then fair
market sales value of such Items of Equipment and (ii) at the expiration of any Renewal
Term applicable to such Items of Equipment, at a purchase price equal to the fair market
sales value on such date of such Items of Equipment (the "FMV Purchase Option"). In
addition, Lessee shall pay in any case all Basic Rent unpaid on the date of purchase other
than, in the case of the first sentence of this paragraph, Basic Rent for any Items of
Equipment being purchased which is stated to be payable in advance on such date in Exhibit
C, together with all Supplemental Rent due and payable on such date plus any other
Supplemental Rent then owing with respect to such Items of Equipment, plus sales tax
payable in connection with the purchase of such Items of Equipment.
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Anything contained in this Lease, the Participation Agreement or the Tax
Indemnity Agreement to the contrary notwithstanding, any amount payable under this
Section 20 will, under any circumstances and in any event, be an amount which, together
with all other amounts required to be paid by Lessee under this Lease on each EBO Date,
will be at least sufficient to pay in full the aggregate redemption price payable with respect to
such Items of Equipment pursuant to Section 4.02(E) of the Indenture.

©) Exercise of Option. (i) Assuming the 120-day notice described in the
first paragraph of Section 19(b) shall have been given, Lessee may exercise its option to
purchase all or a portion of the Equipment as provided in clause (i) of Section 20(b) by
irrevocable written notice delivered to Lessor not less than 90 days prior to the Basic Lease
Termination Date.

(i)  Assuming the 120-day notice described in the first or second paragraph,
as the case may be, of Section 19(b) shall have been given, Lessee may exercise its option to
purchase all or a portion of the Equipment as provided in clause (ii) of Section 20(b) by
irrevocable written notice delivered to Lessor not less than 90 days prior to the end of any
Renewal Term.

If Lessor and Lessee shall be unable to agree upon the fair market sales value
of the relevant Items of Equipment at least 365 days prior to the date on which such option is
exercisable, then such fair market sales value shall be determined by Independent Appraisal;
provided, however, that such Independent Appraisal shall be provided not later than 180 days
before the date on which the Lease with respect to the related Items of Equipment would
otherwise expire.

(d) Evidence of Transfer. If Lessee shall have so elected to purchase any
Items of Equipment, Lessor shall transfer, without recourse or warranty (except as to
Lessor’s Liens), such Items of Equipment to Lessee or its assignee or norninee against
payment by Lessee of the purchase price (or, with respect to the EBO Option, the portion
thereof payable on the applicable EBO Date in accordance with Exhibit E) therefor in
immediately available funds, provided that, if the Indenture shall then be in effect, Lessor
shall request the Indenture Trustee to transfer, without recourse or warrarity (except as to
Trustee’s Liens), legal title to such Items of Equipment to Lessee or its assignee or nominee,
unless Lessee shall have assumed all obligations of Lessor under the Indenture and the
Guaranties in form and substance satisfactory to Lessor and pursuant to Szction 20 of the
Participation Agreement and Article 10 of the Indenture, in which event Lessor shall convey
to Lessee all of Lessor’s right, title and interest in and to all Items of Equipment subject to
the Lien created under the Indenture and the rights of the Indenture Trustze under the
Indenture.

Section 21. Successor Owner Trustee. Lessee agrees that, in the case of the
appointment of any successor Owner Trustee pursuant to the terms of the Trust Agreement,
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such successor Owner Trustee shall, upon written notice by such successor Owner Trustee to
Lessee, succeed to all the rights, powers and title of Lessor hereunder and shall be deemed
to be Lessor and the beneficial owner of Items of Equipment for all purposes without the
necessity of any consent or approval by Lessee and without in any way altering the terms of
this Lease or Lessee’s obligations hereunder. Lessee further agrees that :n the case of the
appointment of any additional trustee to act as co-trustee or as a separate trustee pursuant to
the terms of the Trust Agreement, such additional trustee shall, upon written notice by
Lessor to Lessee, acquire such rights, power and title of Lessor hereunder as are specified in
the instruments appointing such additional trustee, without in any way altering the terms of
this Lease or Lessee’s obligations hereunder. One such appointment and designation of a
successor or additional Owner Trustee shall not exhaust the right to appoint and designate
further successor or additional Owner Trustees pursuant to the Trust Agrzement, but such
right may be exercised repeatedly as long as this Lease shall be in effect.

Section 22. Security for Lessor’s Obligation to Equipment Note Holders. In
order to secure all amounts payable by and all obligations to be performed by Lessor under
the Indenture, Lessor has agreed in the Indenture, among other things, to assign to the
Indenture Trustee certain rights under this Lease and to grant a security interest in favor of
the Indenture Trustee in all Items of Equipment, subject to the reservations and conditions
therein set forth. To the extent, if any, that this Lease constitutes chattel paper (as such term
is defined in the Uniform Commercial Code as in effect in any applicable jurisdiction), no
security interest in this Lease may be created through the transfer or possession of any
counterpart hereof other than the original counterpart, which shall be identified as the
counterpart containing the receipt therefor executed by the Indenture Trustee on the signature
page thereof.

Section 23. Investment of Security Funds. So long as the Indenture is in
effect, any monies required to be paid to or retained by Lessor which are not required to be
paid to Lessee pursuant to Section 10 solely because an Event of Default shall have occurred
and be continuing, shall, until paid to Lessee as provided in Section 10 cr applied as
provided herein or in the Trust Agreement and the Indenture, be invested in Permitted
Investments by Lessor (unless the Indenture shall not have terminated pursuant to its terms,
in which case, by the Indenture Trustee as provided in Section 7.04 of the Indenture) from
time to time as directed in writing by Lessee. There shall be promptly remitted to Lessee
any gain (including interest received) realized as the result of any such investment (net of any
fees, commissions and other expenses, if any, incurred in connection with such investment)
unless an Event of Default shall have occurred and be continuing.

Section 24. Lessor’s Right to Perform for Lessee. If Lessee fails to make any
payment of Rent required to be made by it hereunder or fails to perform or comply with any
of its agreements contained herein, Lessor may after expiration of any applicable cure
period, on behalf of Lessee and upon 10 days’ prior written notice to Lessee, itself make
such payment or perform or comply with such agreement in a commercially reasonable
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manner. Lessee’s obligation to reimburse Lessor for any such cure shall be limited to the
amount of any such payment and the amount of Lessor’s reasonable costs and expenses
incurred in connection with such cure, together with interest thereon, to the extent permitted
by Applicable Law, at the Overdue Rate, all of which shall be deemed Supplemental Rent,
due and payable by Lessee upon demand. This Section 24 is not intended in any way as
between the Owner Participant and Lessor, on the one hand, and the Indenture Trustee and
the Holders on the other hand, to expand or otherwise vary the cure righs of the Owner
Participant and Lessor in the Indenture. Lessor shall be under no obligation to Lessee or any
other Person to perform any such act or make any such payment.

Section 25. Concerning Lessor. Meridian Trust Company is entering into this
Lease solely in its capacity as Owner Trustee under the Trust Agreement and not in its
individual capacity (except as expressly provided in Section 4(a)) and in no case shall
Meridian Trust Company (or any entity acting as successor or additional Owner Trustee
under the Trust Agreement) be personally liable for or on account of any of the statements,
representations, warranties, covenants or obligations of Lessor hereunder; provided,
however, that Meridian Trust Company (or any successor or additional Owner Trustee) shall
be personally liable hereunder for its own gross negligence or willful misconduct or for its
breach of any representation or warranty made in its individual capacity in Section 4. If a
successor Owner Trustee is appointed in accordance with the terms of the Trust Agreement,
such successor Owner Trustee shall, without any further act, succeed to all the rights,
duties, immunities and obligations of Lessor hereunder and the predecessor Owner Trustee
shall be released from all further duties and obligations hereunder.

Section 26. Repayment of Deficiency Amount. Lessor shall give Lessee at
least two Business Days’ prior written notice if Lessor has elected to pay the Deficiency
Amount on July 2, 1995; provided, however, that no delivery by Lessor of any such notice
shall limit or relieve Lessee’s absolute and unconditional obligation to pay Rent under this
Lease. If and to the extent that Lessor shall not remit funds to the Indenture Trustee in an
amount equal to the Deficiency Amount on July 2, 1995, Lessee shall, to such extent, pay as
Supplemental Rent to Lessor any unpaid portion of the Deficiency Amount payable on such
date. For all purposes under this Lease and the other Operative Documents, the sum of (x)
any Deficiency Amount paid by Lessee pursuant to this Section 26 plus (y) accrued interest
on the unreimbursed portion thereof at a rate equal to the Certificate Rate¢ (compounded
semi-annually) from, but excluding, the date any such amount is paid by Lessee to and
including the date it is reimbursed by Lessor or pursuant to the following sentence, shall be
referred to as the "Reimbursement Amount." So long as no Event of Default shall have
occurred and be continuing, upon written demand by Lessee delivered to Lessor (with a copy
to the Owner Participant) Lessor shall have the option to promptly pay to Lessee the
Reimbursement Amount. If for any reason Lessor shall elect not so to pay to Lessee such
Reimbursement Amount, upon at least five days’ prior written notice to the Owner
Participant and the Indenture Trustee, Lessee shall be entitled to offset (without duplication)
against each succeeding payment (other than as limited by the proviso to this sentence) due
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from Lessee to Persons other than the Indenture Trustee and Lessor in its individual capacity
(including, without limitation, Basic Rent, Supplemental Rent payable under Sections 9, 10,
15 and 20, payments due under the Tax Indemnity Agreement and payments due to Persons
other than the Indenture Trustee and Lessor in its individual capacity under Section 15 of the
Participation Agreement), until Lessee has been fully reimbursed for the Reimbursement
Amount; provided, however, that, in the case of any payment due from I.essee which is
distributable under the terms of the Indenture, Lessee’s right of offset shall be limited to
amounts distributable to Lessor or the Owner Participant thereunder. No such offset or
aggregate combined effect of separate offsets shall reduce the amount of any installment of
Basic Rent to an amount insufficient, together with all other amounts payable simultaneously
by Lessee, to pay in full the payments then required to be made on account of the principal
amount (and Premium, if any) of and interest on the Equipment Notes Outstanding.

Section 27. Miscellaneous. Any provision of this Lease which is prohibited
or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent
of such prohibition or unenforceability without invalidating the remaining provisions hereof,
and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction. This Lease may be executed by the
parties hereto in separate counterparts, each of which, subject to Section 22, when so
executed and delivered shall be an original, but all such counterparts shall together constitute
but one and the same instrument. No term or provision of this Lease may be changed,
waived, discharged or terminated orally, but only by an instrument in writing signed by the
party against which the enforcement of the change, waiver, discharge or termination is
sought. This Lease shall constitute an agreement of lease, and nothing herein shall be
construed as conveying to Lessee any right, title or interest in any Item of Equipment except
as a lessee only. The section and paragraph headings in this Lease and the Table of Contents
are for convenience of reference only and shall not modify, define, expand or limit any of
the terms or provisions hereof and all references herein to numbered sections, unless
otherwise indicated, are to sections of this Lease. This Lease has been delivered in the State
of New York and shall in all respects be governed by, and construed in accordance with, the
laws of the State of New York, including all matters of construction, validity and
performance. This Lease shall be binding upon and inure to the benefit of the parties hereto
and their respective successors and permitted assigns (including, but not limited to, the
Indenture Trustee) and shall also inure to the benefit of the Owner Partic:pant and its
respective successors and assigns. Lessee shall enter into the Letter of Representations and
shall perform all of its obligations thereunder.
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IN WITNESS WHEREOF, Lessor and Lessee have each caused this Lease

Agreement to be duly executed as of the day and year first above written.
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LESSOR

MERIDIAN TRUST COMPANY,
not in its individual capacity, except as
otherwise expressly prcvided herein, but
solely as Owner Trustez

By S’Jéﬂgwa@x\ \

Vi/a,/e Pr%sidentU \

LESSEE

CONSOLIDATED RAIL CORPORATION

By

Director - Financing




COMMONWEALTH OF PENNSYLVANIA )

4 ) ss:
COUNTY OF __RERKS )
g ﬁ{% . S
On this / ay of December, 1994 before me personally appeared, h
STEPEEN J. KABA . , to me personally known, who being by me duly
sworn, says that (s)he is the VICE PRESIDENY of MERIDIAN

TRUST COMPANY, that the seal affixed to the foregoing instrument is the corporate seal of
said corporation, that said instrument was signed and sealed on December({, 1994 on behalf
of said corporation by authority of its Board of Directors, and (s)he acknowledged that the
execution of the foregoing instrument was the free act and deed of said co:-poration.

/)/OUMJ/( | é’dﬂ ‘;Qoxw,aw/

Notary Public

. Colloen M. irone,
[Notarial Seal] Reading, Berks County

My commission expires }a Assocation of Notaries
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IN WITNESS WHEREOF, Lessor and Lessee have each caused this Lease

Agreement to be duly executed as of the day and year first above written.

43475/NYL2

LESSOR

MERIDIAN TRUST COMPANY,
not in its individual capacity, except as
otherwise expressly provided herein, but
solely as Owner Trustes

By

Vice President

LESSEE

CONSOLIDATED RAIL COFPORATION
7

By /%9///%5 f¢~__/
Director - Fitfygng -




COMMONWEALTH OF PENNSYLVANIA )
SS:

S’

COUNTY OF PENNSYLVANIA )

On this 20th day of December, 1994 before me personally appeared, Thomas J.
McGraw, to me personally known, who being by me duly sworn, says that he is the
Director - Finance of CONSOLIDATED RAIL CORPORATION, that said instrument
was signed and sealed on December 20, 1994 on behalf of said corporation by authority
of its Board of Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

otary/Public
[Notarial Seal] NOTARIA
Loggr;/\ omomoléfstsatm Public
.. . Phila. County
My commission expires: L_My Commission Expires Sept. 21, 1868

notarycc.cac




Exhibit A to
Lease Agreement

CERTIFICATE OF ACCEPTANCE NO._, dated ., 1994, by
MERIDIAN TRUST COMPANY, a Pennsylvania trust company, not in its individual
capacity but solely as Owner Trustee under the Trust Agreement, dated as of December 22,
1994, with J. P. Morgan Interfunding Corp., and such Owner Trustee (such Owner Trustee,
in its capacity as such Owner Trustee, being herein called "Lessor"), and by
CONSOLIDATED RAIL CORPORATION, a Pennsylvania corporation (herein called
"Lessee"),

WHEREAS, Lessor and Lessee have heretofore entered into the Railcar
Purchase Agreement, dated as of December 22, 1994 (the "Purchase Agreement"), and the
Lease Agreement, dated as of December 22, 1994 (herein called the "Lease", the defined
terms therein being hereinafter used with the same meanings). The Purchase Agreement and
the Lease provide for, inter alia, the execution and delivery from time to time of Certificates
of Acceptance, each substantially in the form hereof, for the purpose of acknowledging
delivery of specific Items of Equipment under the Purchase Agreement and the Lease and
leasing such Items of Equipment under the Lease as and when delivered in accordance with
the terms thereof.

NOW, THEREFORE, in consideration of the premises and other good and
sufficient consideration, Lessor and Lessee hereby agree as follows:

1. Lessee hereby delivers to Lessor under the Purchase Agreement, Lessor
hereby delivers and leases to Lessee under the Lease, and Lessee hereby accepts and leases
from Lessor under the Lease, the Items of Equipment specified in Scheduile I hereto.

2. The date of delivery and acceptance of such Items of Equipment under
the Purchase Agreement and the Lease is the date of this Certificate of Acceptance as set
forth in the opening paragraph hereof, on which date the Term for such Items of Equipment
shall commence.

3. Lessee hereby confirms to Lessor that such Items ¢f Equipment have

been duly marked in accordance with the terms of Section 7(d) of the Lease and that Lessee
has accepted such Items of Equipment for all purposes of the Lease.
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4. Lessee hereby confirms its agreement to pay Lessor Rent for such
Items of Equipment throughout the Term therefor in accordance with Section 3 of the Lease.

IN WITNESS WHEREOF, Lessor and Lessee have caused this Certificate of
Acceptance to be duly executed on the day and year first above written.
LESSOR
MERIDIAN TRUST COMPANY,

not in its individual capacity, but solely as
Owner Trustee

By CONSOLIDATED RAIL CORPORATION,
Agent

By

Title:

LESSEE

CONSOLIDATED RAIL CORPORATION

By

Title:

43475/NYL2




SCHEDULE I
TO
CERTIFICATE OF ACCEPTANCE NO.__

DESCRIPTION OF ITEMS OF EQUIPMENT

Unit Cost Per Type of Equipment

Equipment Identification
Description Numbe:s
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Exhibit B
Form Of Lease Supplement

LEASE SUPPLEMENT NO.

Dated , 199

between

MERIDIAN TRUST COMPANY,
not in its individual capacity
except as otherwise expressly provided,
but solely as Owner Trustee,

and

CONSOLIDATED RAIL CORPORATION,
as Lessee

___ Rebuilt Railcars
___ New Railcars

Conrail 1994-A Pass Through Trust

CERTAIN OF THE RIGHT, TITLE AND INTEREST IN AND TO THIS LEASE SUPPLEMENT NO. __ OF MERIDIAN TRUST
COMPANY, AS OWNER TRUSTEE UNDER THE TRUST AGREEMENT, DATED AS OF DECEMBER 22, 1994, BETWEEN
MERIDIAN TRUST COMPANY AND THE OWNER PARTICIPANT NAMED THEREIN, HAS BEEN ASSIGNED TO AND IS SUBJECT
TO A SECURITY INTEREST IN FAVOR OF WILMINGTON TRUST COMPANY, NOT IN ITS INDIVIDUAL CAPACITY BUT SOLELY
AS INDENTURE TRUSTEE UNDER AN INDENTURE DATED AS OF DECEMBER 22, 1994 AS SUPPLEMENTED, FOR THE
BENEFIT OF THE HOLDERS OF THE EQUIPMENT NOTES REFERRED TO IN SUCH INDENTURE. THIS LEASE SUPPLEMENT
NO. _ HAS BEEN EXECUTED IN SEVERAL COUNTERPARTS. TO THE EXTENT, IF ANY, THAT THIS LEASE SUPPLEMENT
NO. _ CONSTITUTES CHATTEL PAPER (AS SUCH TERM IS DEFINED IN THE UNIFORM COMMERCIAL CODE AS IN EFFECT
IN ANY APPLICABLE JURISDICTION), NO SECURITY INTEREST IN THIS LEASE SUPPLEMENT NO. __ MAY BE CREATED
THROUGH THE TRANSFER OR POSSESSION OF ANY COUNTERPART OTHER THAN THE ORIGINAL COUNTERPART THAT
CONTAINS THE RECEIPT THEREFOR EXECUTED BY WILMINGTON TRUST COMPANY AS INDENTURE TRUSTEE, ON OR
IMMEDIATELY FOLLOWING THE SIGNATURE PAGE THEREOF. ONLY THE ORIGINAL COUNTERPART CONTAINS THE
RECEIPT THEREFOR EXECUTED BY WILMINGTON TRUST COMPANY, NOT IN ITS INDIVIDUALL CAPACITY BUT SOLELY
AS INDENTURE TRUSTEE, ON THE SIGNATURE PAGES THEREOF. SEE SECTION 22 OF THE LEASE FOR INFORMATION
CONCERNING THE RIGHTS OF THE HOLDERS OF THE VARIOUS COUNTERPARTS HEREOF.

FILED WITH THE INTERSTATE COMMERCE COMMISSION PURSUANT TO 49 U.S.C. § 11303 ON
DECEMBER 22 1994 AT _:_ _M., RECORDATION NUMBER AND DEPOSITED WITH THE

OFFICE OF THE REGISTRAR GENERAL OF CANADA PURSUANT TO § 90 OF THE RAILWAY ACT
OF CANADA ON DECEMBER 22, 1994 AT _:_ _.M., RECORDATION NUMBER

46859/NYL2




LEASE SUPPLEMENT NO.

THIS LEASE SUPPLEMENT NO. _ (this "Supplement"), dated

, 199, between MERIDIAN TRUST COMPANY, a Pennsylvania trust
company, not in its individual capacity but solely as Owner Trustee ("Lessor" or "Owner
Trustee") under that certain Trust Agreement dated as of December 22, 1994 (the "Trust
Agreement") with J.P. MORGAN INTERFUNDING CORP., a Delaware corporation (the
"Owner Participant"), and CONSOLIDATED RAIL CORPORATION, a Pennsylvania
corporation ("Lessee") (capitalized terms used herein have the respective imeanings set
forth in Appendix A to the Lease referenced below, unless otherwise defined herein).

WHEREAS, Lessor and Lessee have, with the Owner Participant, the
Indenture Trustee and the Pass Through Trustee, heretofore entered into a Participation
Agreement, Lessor and Lessee have heretofore entered into a Lease Agrecment (the
"Lease"), the Pass Through Trustee and Lessee have heretofore entered into a Pass
Through Trust Agreement and the Indenture Trustee and the Owner Trustee have
heretofore entered into an Indenture, each dated as of December 22, 1994;

WHEREAS, the Participation Agreement and the Lease provide that on the
Closing Date Lessee shall deliver to the Owner Trustee a Bill of Sale dated the Closing
Date by which Lessee bargains, conveys, assigns, sets over, sells and delivers to the
Owner Trustee, and the Owner Trustee purchases and accepts from Lessee, the Railcars to
be conveyed on the Closing Date, and said Bill of Sale has been delivered by Lessee and
accepted by the Owner Trustee on the Closing Date which is occurring on the date first
above written; and

WHEREAS, the Participation Agreement, the Lease, and the Indenture
provide for the execution of a Lease Supplement substantially in the form hereof for the
purpose of identifying the Railcars that are to be delivered on the Closing Date pursuant
to the Lease and subjected thereto as well as the Lien of the Indenture;

NOW, THEREFORE, in consideration of the premises and for good and
sufficient consideration, Lessor and Lessee hereby agree as follows:

46859/NYL2




2

1. Lessor hereby delivers and leases to Lessee, and Lessee hereby
accepts and leases from Lessor, under the Lease as hereby supplemented, the Railcars
listed on Schedule I hereto.

2. Lessee hereby confirms to Lessor that Lessee has accepted such
Railcars for all purposes hereof and of the Lease. The date of delivery and acceptance of
such Railcars under the Lease is the date of this Supplement set forth in the opening
paragraph hereof. The Lease Term for such Railcars shall commence on the date hereof.

3. The aggregate Cost of the Items of Equipment leased hereby is
approximately $ and the amounts comprising such Cost and the Cost of each
Item of Equipment leased hereby are set forth on Schedule I hereto.

4. Lessee hereby confirms its agreement, in accordance with the Lease
as hereby supplemented, to pay to Lessor for each Item of Equipment leased hereunder all
Rent as provided for in the Lease.

5. As security for the prompt payment by the Owner Trustee of all
amounts due under the Equipment Notes and the Indenture, for the prompt payment of all
other amounts now or hereafter due to the Holders from the Owner Trustee under the
other Operative Documents, and for the performance by the Owner Trustee of its
obligations hereunder and under the other Operative Documents to which it is a party,
Lessor hereby confirms that it has granted, bargained, sold, released, corveyed, assigned,
transferred, mortgaged, hypothecated, pledged, confirmed and created a security interest
in, to and for the benefit of the Indenture Trustee, in trust for the equal and proportionate
benefit and security of the Holders from time to time of all the Equipment Notes
Outstanding without priority of any one Equipment Note over any other, and upon the
trusts and subject to the covenants and conditions set forth in the Indenture, in the
Indenture Estate, which now specifically includes (i) the Railcars listed on Schedule 1
hereto and (ii) this Supplement.

6. All of the provisions of the Lease are hereby incorporated by
reference in this Supplement to the same extent as if fully set forth herein.

7. This Supplement may be executed by the parties hercto in separate

counterparts, each of which when so executed and delivered shall be an original, but all
such counterparts shall together constitute but one and the same instrument.
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IN WITNESS WHEREOF, Lessor and Lessee have caused this Supplement

to be duly executed on the date and year set forth in the opening paragraph hereof.

46859/NYL2

Lessor/Owner Trustee
MERIDIAN TRUST COMPANY,

not in its individual capacity
but solely as Owner Trustee

By:

Vice President

Lessee

CONSOLIDATED RAIL CORPORATION

By:

Director-Financing



Receipt of this original counterpart of the foregoing Supplement is hereby
acknowledged on this  day of , 199 .

WILMINGTON TRUST COMPANY,
not in its individual capacity
but solely as Equipment Trust
Trustee

By:
Title:

46859/NYL2




SCHEDULE I

SCHEDULE OF RAILCARS DELIVERED

Description of Cost per Identifying
Items of Equipment Quantity Unit Numbers

New Steel Open Top Quad Hoppers
60-foot Equipped Boxcars
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Exhibit C to
lease Agreement

PART I: Aggregate for All Categories of Equipment

INTERIM RENT AND BASIC RENT

Arrears Rent Advance Rent
Rent (as a percentage (as a percentage
Payment Date of Cost) of Cost)

INTENTIONALLY OMITTED

PART II: Interim Rent and Basic Rent by Category

CATEGORY 1
Arrears Rent Advance Rent
Rent (as a percentage (as a percentage
Payment Date of Cost) of Cost)

INTENTIONALLY OMITTED

CATEGORY II

Arrears Rent Advance Rent
Rent (as a percentage (as a percentage
Payment Date of Cost) of Cost)

INTENTIONALLY OMITTED

43475/NYL2



43475/NYL2

Exhibit D-1 to
Lease Agreement

STIPULATED LOSS VALUES

CATEGORY 1
Stipulated Loss
Value (as a percentage
Loss Payment Date of Lessor’s Cost)

INTENTIONALLY OMITTED

CATEGORY I

Stipulated Loss
Value (as a percentage

Loss Payment Date of Lessor’s Cost’:

INTENTIONALLY OMITTED
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Exhibit D-2 to
Lease Agreement

TERMINATION VALUES

CATEGORY 1
Termination Valuz
(as a percentage
Loss Payment Date of Lessor’s Cost)

INTENTIONALLY OMITTED

CATEGORY II

Termination Value
(as a percentage
Loss Payment Date of Lessor’s Cost)

INTENTIONALLY OMITTED




Exhibit E to
lease Agreement

EBO INFORMATION

CATEGORY I

EBO Value EBOQO Date EBO Payment Dates EBO Payvment Amounts

INTENTIONALLY OMITTED

CATEGORY II

EBO Value EBO Date EBO Payment Dates EBO Payment Amounts

INTENTIONALLY OMITTED
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Schedule 1

TOTAL QUANTITY OF ITEMS OF EQUIPMENT

Class Quantity
Category I - New Steel Open Top Quad Hoppers 795
Category II - 60-foot Equipped Boxcars 57

Funding Date: December 22, 1994

Transaction Costs: 2.29% of Category I Equipment
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Appendix A

Consolidated Rail Corporation
Conrail 1994-A Pass Through Trust

Appendix A to
Participation Agreement, Lease Agreement,

Indenture and Trust Agreement

"Affiliate" of any Person means any other Person directly or indirectly controlling,
controlled by or under common contro! with such Person. For purposes of this definition,
"control" when used with respect to any specified Person means the power to direct the
management and policies of such Person, directly or indirectly, whether through the
ownership of voting securities, by contract or otherwise, and the terms "gontrolling" and
"controlled" have meanings correlative to the foregoing.

"After-Tax Basis", when referring to any amount, means an amount which, after
deduction of all Federal, state, local and foreign income taxes that are required to be paid by
the recipient in respect of the receipt or accrual of such amount, is equal to the payment
required to be made under any Operative Document on an After-Tax Basis, calculated using
the assumption that the recipient is fully taxable for Federal income tax purposes at the
maximum rate of Federal income taxation applicable to corporations at the time such amount
is received or properly accrued and, in the case of the Owner Participant. is fully taxable for
state and local tax purposes at a rate equal to the maximum marginal effective rate of state
and local tax applicable to the Owner Participant’s business during the respective year.

"Agent" means any Paying Agent or Registrar.

"Applicable Law" means all applicable laws (foreign or domestic), treaties,
judgments, decrees, injunctions, writs and orders of any court, governmental agency or
authority and rules, regulations, orders, directives, licenses and permits cf any governmental
body, instrumentality, agency or authority, including, without limitation, all rules and
regulations of the United States Department of Transportation, the ICC, the Federal Railway
Administration and the Association of American Railroads and successor entities.

"Appraisal" means the appraisal set forth in Section 4(a)(ii)(E) of the Participation
Agreement.

"Appraiser” means a Person engaged in the business of making appraisals.
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"Assumption Date" has the meaning set forth in Article X of the Indenture.
"Average Life Date" means, with respect to the redemption of any Equipment Note,
the date that follows the applicable Redemption Date by a period cqual to the Remaining
Weighted Average Life Date of such Equipment Note.
“Babcock” means Babcock & Brown, Inc.

"Bankrupicy Code" means the United States Bankruptcy Code of 1978, as amended.

“Basic Lease Commencement Date” means, with respect to any Item of Equipment,
July 2, 1995S.

"Basic Lease Term® means the period from the Basic Lease Commencement Date to
the Basic Lease Termination Date.

"Basic Lease Termination Date" means (i) with respect to Criegory I Equipment, July
2, 2017 and (ii) with respect to Category II Equipment, July 2, 2013.

'Basic Rent" for any Iten of FEcuipment means the rert payahle for such Item of
Eguipment pursuant to the second senceace of Section 3(b) of the Lecse, as the same may be
adiusted pursuant to Section 3(¢) of th= Lease, or, during any Renewal Term, the ren:
payable for such Item of Equipment pursuant to Section 19 of the Lease.

"Bill of Sale" means a warranty bill of sale for any Item of Equipment.

“Business Day" means any day other than a Sawmrday, Sunday or other day on which
commercial banking institutions in New York City or Wilmington, Delaware, or Philadelphia
or Reading, Pennsylvania, are authorized or required by law, regulation or executive order to
be closed.

"Category of Equipment” means the following: Category I comprises 795 new steel
open top quad hopper cars and Category II comprises 57 rebuilt 60-foot equipped boxcars.

"Certificate of Acceptance” means a Certificate of Acceptance, substantially in the
form of Exhibit A to the Lease, to be entered into between Lessor and Lesse: for the
purpose of evidencing the lease of an Item of Equipment under and pursuant to the terms of
the Lease and to be dated the Delivery Date of such Item of Equipment.

"Certificate Rate" means 8.45%.
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"Certificates” has the meaning set forth in Section 1.01 of the Pass Through Trust
Agreement.

"Claims" means any and all costs, liabilities (including strict or absolute lLiability
without fault in tort, by contract or otherwise), obligations, losses, darnages, penalties,
actions, suits or claims of any kind or character which may be imposed on, incurred by,
suffered by, or asserted against a Person and shall include all reasonable out-of-pocket costs,
disbursements and expenses (including reasonable legal fees and expenses) paid or incurred
by such Person in connection therewith.

“Class I Railroad™ means a Class I carrier within the meaning of 49 C.F.R. Part 1201
OI any successor provision, and which in any case shall be a "railroad” as defined in
11 U.S.C. § 1101.

"Closing Date™ means the date of the original issuance and sale of the Equipment
Notes.

"Code" means tue Internal Revenue Code of 1986, as amended from time to time,
and any successor statute.

"Commitment”, with respect to any Item. of Equipment, means (a) with respect to
Category I, (1) 71.147643% of the Cost of such Item of Equipment, in the case of the Owner
Participant, and (ii) 28.852357% of the Cost of such Item of Equipment, in the case of the
Indenture Trustee, and (b) with respect to Category II, (i) 71.022384 % of the COSEhOf such
Item of Equipment, in the case of the Owner Participant, and (ii) 28. 977610% of the Cost of
such Item of Equipment, in the case of the Indenture Trustee.

"Company" means Consolidated Rail Corporation, a Pennsylvania corporation, and its
permitted successors and assigns, or any other obligor with respect to the Equipment Notes.

"Co-Registrar™ has the meaning set forth in Section 2.10 of the Indenture.

"Cost", with respect to any Railcar or Item of Equipment, as the case: may be, means
the amount hereinafter set forth for the Category in which such Railcar or Itzm of Equipment
is included in Schedule I to Exhibit A to the Lease.

"Defaulted Interest" has the meaning set forth in Section 2.03(c) of the Indenture.

"Deficiency Amount" means the aggregate amount of interest due and payable on the
Equipment Notes on July 2, 1995 minus the Interim Rent.
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“Delivery Date" for any Item of Equipment means the Business Day on which such
Item of Equipment is delivered to Lessor and leased to Lessee under the Lease, all as
evidenced by the execution and delivery of a Certificate of Acceptance.

‘ "Deposited Cash" means the aggregate of gi) cash deposited with the Indentre
Trustee as provided by Section 3.01 of the Indentyre and (ii) when required or indicated by
the context, any Permitted Investment purchased Ry the use of such cash pursuant to Section

7.04(b) of the Indenture; but solely with respect t9 the Equipment Notes.
“"EBO Date" means the dates set forth on :thibit E to the Lease.

"EBQ Option" means Lessee’s purchase opfion set forth in the first sentence of
Section 20 of the Lease.

"EBQO Payment Amounts” means the amO\;ms payable on each EBO Payment Date.

"EEQ Payment Dates" means the dates set forth on Exhibit E to the ¥ ease on which -
the Lessee will make installment payments on the EBO Value.

"EBO Value" means the total amount payable by Lessee in conuection with its
exercise of -he EBO Option specified in Exhibit E of the Lease. *

"Economic Default* means an event which but for the giving of notice or the lapse of
time or both would constitute an Economic Event of Default.

"Economic Event of Default" means an Event of Default pursuant to paragraph (a) of
Section 14 of the Lease.

"Equipment Notes" has the meaning set forth in Section 2.01 of the Indenture.

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended
from time to time, and any successor statute.

"ERISA Affiliate” means, with respect to Lessee, the Owner Participant or the Owner
Trustee, as the case may be, any (i) corporation which is a member of the same controlled

group of corporations (within the meaning of Section 414(b) of the Code) as such Person or
(ii) partnership or other trade or business (whether or not incorporated) under common
control (within the meaning of Section 414(c) of the Code) with such Person.
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"ERISA Plan" means any employee benefit plan (within the meaning of Section 3(3)
of ERISA and including any multiemployer plan within the meaning of Section 3(37)(A) of
ERISA) which has been established or maintained, or to which contributions are or have
been made, by Lessee or an ERISA Affiliate.

"Event of Acceleration" has the meaning set forth in Section 5.01 of the Indenture.

"Event of Default" has the meaning set forth in Section 14 of the Lease.

"Event of Loss", with respect to any Item of Equipment, means any of the following
events with respect to such Item of Equipment: (i) such Item of Equipment becomes worn
out or is destroyed, irreparably damaged or contaminated, as determined by Lessee, (ii) such
Item of Equipment is taken, condemned or requisitioned for title or use by any governmental
authority, (iii) such Item of Equipment is lost, stolen or permanently returned to the builder
or (iv) solely with respect to any rebuilt Item of Equipment, such Item of Equipment has not
been certified as to rebuilt status prior to the end of the Term with respect to such Item of
Equipment or such Item of Equipment is required to be taken out of service as a result of a
lack of certification as to rebuilt status. The date of such Event of Loss shall be the date of
such wearing out, destruction, damage, taking, condemnation, requisition, loss, theft or
return.

"Excluded Payments" means (i) any right, title or interest of the Owner Trustee in its
individual capacity or trust capacity or the Owner Participant and their respective Affiliates,
directors, officers, employees, agents, servants, successors and permitted assigns
(collectively, the "Related Indemnified Parties”) to any payment which by the terms of
Section 15 or 16 of the Participation Agreement, Section 5.03 or 7.01 of the Trust
Agreement or any section of the Tax Indemnity Agreement or any corresponding payment
under Section 3(c) of the Lease shall be payable to the Owner Trustee in its individual
capacity or trust capacity or to the Owner Participant (or to the relevant Related Indemnified
Party), as the case may be, (ii) any insurance proceeds payable under insurance maintained
by the Owner Trustee in its individual capacity or trust capacity or the Owner Participant
pursuant to the penultimate sentence of Section 11 of the Lease, (iii) any insurance proceeds
payable to the Owner Trustee in its individual capacity or trust capacity or to the Owner
Participant or to any related affiliated additional insureds or loss payees (collectively, the
"Related Insured Parties"), under any liability insurance maintained by Lessee pursuant to
Section 11 of the Lease or by any other Person, (iv) any rights of the Ovwner Participant or
the Owner Trustee in its individual or trust capacity (or of the Related Indemnified Parties or
Related Insured Parties) to demand, collect, sue for, or otherwise receive and enforce
payment of the foregoing amounts, (v) fees payable to the Owner Trustee pursuant to
Section 13 of the Participation Agreement, (vi) any amounts payable to the Owner Participant
upon the transfer of any of its right, title or interest in the Items of Equipment, the Trust
Agreement, the Owner Trust Estate or the Tax Indemnity Agreement and (vii) the respective
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rights of the Owner Trustee in its individual capacity or the Owner Participant (or of the
Related Indemnified Parties or Related Insured Parties) to the proceeds of the foregoing.

The "fair market rental value" of an Item of Equipment means an amount equal to the
rental for such Item of Equipment, which would be obtained in an arm’s length transaction
between an informed and willing lessee and an informed and willing lessor, neither being
under any compulsion to lease. Except as otherwise expressly provided in the Lease, the fair
market rental value of any Item of Equipment shall be determined on the assumption that
such Item is in the condition required by the Lease and Lien free.

The "fair market sales value" of an Item of Equipment means an amount equal to the
value which would be obtained in an arm’s length transaction between an informed and
willing purchaser under no compulsion to buy and an informed and willing seller under no
compulsion to sell such Item of Equipment. Except as otherwise expressly provided in the
Lease, the fair market sales value of any Item of Equipment shall be determined on the
assumption that such Item is in the condition required by the Lease and Lien free.

"Free Storage Period" has the meaning set forth in Section 5(c) of the Lease.

Funding Date" for any Item of Equipment means the Business Day which is the
Delivery Date for such Item of Equipment.

"Holder" means a Person in whose name a Equipment Note is registered on the
Register including, so long as the Trust holds any Equipment Notes, the Pass Through
Trustee.

"ICC" means the Interstate Commerce Commission and any agency or instrumentality
of the United States government succeeding to its functions.

"Indemnified Person” has the meaning set forth in Section 16(a) of the Participation
Agreement.

"Indemnitee” has the meaning set forth in Section 15(a) of the Participation
Agreement.

"Indenture" means the Indenture dated as of December 22, 1994 between the
Indenture Trustee and the Company, as the same may be supplemented, amended or
otherwise modified from time to time in accordance with the applicable provisions thereof
and of the Participation Agreement.

"Indenture Default” means any event which is or after notice or passage of time, or
both, would be an Event of Acceleration.
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“Indenture Estate" has the meaning set forth in the Granting Clause of the Indenture.

"Indenture Supplement" shall mean each Trust Indenture Supplement, substantially in
the form of Exhibit B to the Indenture, as such Indenture Supplement may be amended or
otherwise modified from time to time. -

"Indenture Trustee” means Wilmington Trust Company, a Delaware banking
corporation, not in its individual capacity but solely as trustee under the Indenture, and each
other Person which may from time to time be acting as Indenture Trustee in accordance with
the provisions of the Indenture.

"Independent Appraisal” means an appraisal by a single appraiser mutua'ly agreed to
by Lessor and Lessee, or if the Lessor and Lessee cannot agree on such appraisal, an
appraisal mutually agreed to by two nationally recognized independent appraisers, one of
which appraisers shall be chosen by Lessor and one by Lessee, or, if such two appraisers
cannol agree, an appraisal arrived at by a third nationally recognized independent appraiser
chosen by the mutual consent of such two appraisers; provided that, if either party shell faj
to appoint an appraiser within 15 days after a written request 1o do so by the other party, or
if such two appraiscrg" cannot agree and fail to appoint a third appraiser within 20 days after
the date of the appointment of the second of such appraisers, then cither party may apply to
the Arnerican Arbitration Association 10 make such appointment. In the event such third
independent appraiser shall be chosen to provide such apprrisal, unless the parties agres
otherwise, such appraisal shall be required to be made within 20 days of such appointment.
Fees and expenses relating to an Independent Appraisal shall be payable as follows:

@) if the Independent Appraisal is to be used in connection with the
exercise of remedies upon the occurrence of an Event of Default under the Lease or
in connection with Section 5(f) of the Lease, all such fees and expenses shall be paid
by Lessee;

(ii)  if the Independent Appraisal is to be used in connection with the
possible exercise of a renewal option pursuant to Section 19 of the Lease or a
purchase option pursuant to Section 20 of the Lease, then each party shall bear its
respective fees and expenses; provided (A) if an appraisal shall, by agreement of the
parties, be conducted by one appraiser only, Lessee shall bear the fees and expenses
of such appraiser, or (B) if an appraisal under the Independent Appraisal shall be
conducted by more than one appraiser, Lessee shall bear the fees and expenses of the
appraiser appointed by Lessee and of the appraiser appointed jointly by the appraiser
of Lessee and the appraiser of Lessor; and

(iii)  in all other instances, each party shall bear (A) its respective expenses
with respect to any Independent Appraisal (including the fees and expenses of any
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appraiser appointed by such party) and (B) one-half of the fees and expenses of the
appraisers participating in any Independent Appraisal.

"Independent Investment Banker" means an independent investment banking institution
of national standing appointed by Lessce (who shall be reasonably acceptatile to the Owner
Participant) on behalf of the Owner Trustee; provided that if the Indenture Trustee shall not
have received written notice of such an appointment at least 10 days prior 10 the applicable
Redemption Date or if an Event of Default shall have occurred and be comtinuing,
"Independent Investment Banker" shall mean such an institution appointed by the Indenture
Trustee. The fees and expenses of such Independent Investment Banker shall be paid by

Lessee.

"Interest Payment Date" means each January 2 and July 2, commencing July 2, 1995,
so long as any Equipment Note remairs Outstanding.

"Interim Lease Term”, with respect to any Item of Equipment, means the period from
the Delivery Date of such Item of Equipment to the 3usic Lease Commencement Date.

"Interim Rent" mecans the amount shown due and payable on July 2, 1995 in Part I of
Exhibit C to the Lease.

"Investment Proceeds” means the net profit, income, interest, dividend or gain
actually realized from the making of Permitted Investnents of any Deposited Cash.

"Item of Equipment" means each Railcar, the title to which is transferred to the
Indenture Trustee, and which is leased to Lessee under the Lease (as evidenced by a
Certificate of Acceptance), in accordance with Section 3 of the Participation. Agreenient.

"Lease" means the Lease Agrecment, dated as of December 22, 1994, between
Lessor and Lessee, as the same may be amended, supplemented or otherwise modified from
time to time in accordance with the applicable provisions thereof and of the Trust Agreement
and the Indenture; and each reference to such Lease Agreement shall, ualess the context
otherwise requires, include a reference to each Lease Supplement then in effect.

*Lease Intermediary Firm" means a firm nationally recognized as having expertise in
the structuring and analysis of the leveraged lease financing of transportation: equipment who
shall be mutually acceptable to the Owner Participant and Lessee and who shall have
executed a confidentiality agreement in form and substance satisfactory to th: Owner

Participant and Lessee.
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"Lease Supplement" shall mean each Lease Supplement, substantially in the form of
Exhibit B to the Lease, entered into or to be entered into between Lessor and Lessee for the
purposes of leasing one or more Items of Equipment, as such Lease Supplement may be
amended or otherwise modified from time to time. Each Lease Supplement shall be deemed
to incorporate all of the terms and conditions of the Lease.

"Lessee" means Consolidated Rail Corporation, a Pennsylvania corporation, and its
permitted successors and assigns.

"Lessor"” means the Owner Trustee and its permitted successors and assigns.

"Lessor’s Lien" means any Lien arising as a result of (a) claims against or affecting
Lessor (in its individual capacity or as Owner Trustee) or the Owner Participant, in either
case not related to the transactions contemplated by the Lease or the Participation
Agreement, or (b) acts or omissions of Lessor (in its individual capacity or as Owner
Trustee) or the Owner Participant, in either case not related to the transactions contemplated
by the Lease or the Participation Agreement or not permitted under the Lease or the
Participation Agreement.

"Lien" means any mortgage, pledge, lien, charge, encumbrance, lease, exercise of
rights, security interest or claim.

"Loss Payment Date" has the meaning set forth in Section 10(a) of’ the Lease.

"Majority in Interest" as of a particular date of determination shall mean with respect
to any action or decision of the holders of the Equipment Notes, the holders of more than
50% in aggregate principal unpaid amount of the Equipment Notes, if any, then outstanding
which are affected by such decision or action, excluding any Equipment Notes held by the
Owner Participant or an Affiliate of the Owner Participant.

"Maximum Renewal Period" means the period of not less than one (1) year
determined by Independent Appraisal performed not less than 360 days prior to the Basic
Lease Termination Date such that (a) the total of the Interim Lease Term, the Basic Lease
Term and such period does not exceed eighty percent (80%) of the then rz-estimated useful
life of the applicable Items of Equipment and (b) the re-estimated value of the applicable
Items of Equipment as at the end of such period, determined without regard to inflation or
deflation, shall not be less than twenty percent (20%) of the aggregate Ccst of such Items of
Equipment.

"Net Economic Return" means in respect of any Item of Equipment the Owner
Participant’s anticipated nominal after-tax yield utilizing the multiple investment sinking fund
method of analysis and aggregate after-tax cash flow, each computed on the basis of the same
methodology and assumptions as were utilized by the Owner Participant in determining the
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amounts payable as Basic Rent, Stipulated Loss Value, EBO Value, Termination Value,
leverage and debt amortization schedule pursuant to Schedule I of the Participation
Agreement.

"Notice of Acceleration" means a notice described in Section 5.02 of Indenture.

"Notice Period" has the meaning set forth in Section 14(a)(iii) of the Participation
Agreement.

"Officer’s Certificate", with respect to any company, means a certificate signed by
the Chairman, the Vice Chairman, the President, any Vice President, any Assistant Vice
President or the Treasurer of such company.

"Qperative Document” means each of the Lease, the Lease Supplement, any
Certificate of Acceptance, the Participation Agreement, the Trust Agreement, the Indenture,
the Indenture Supplement, the Pass Through Trust Agreement, the Pass Through Trust
Supplement, the Railcar Purchase Agreement, the Equipment Notes, the Certificates, the Tax
Indemnity Agreement and the Title Documents.

"Opinion of Counsel" means a written opinion of legal counsel who, in the case of
counsel for Lessee, may be the senior attorney employed by Lessee or other in-house or
outside legal counsel designated by Lessee and who shall be satisfactory to the Indenture
Trustee and the Owner Participant, or, in the case of legal counsel for the Owner Trustee,
may be Prokop & Prokop, or other legal counsel designated by the Owner Trustee and
satisfactory to the Indenture Trustee and the Owner Participant.

"Qutstanding", when used with respect to Equipment Notes, means, as of the date of
determination, all Equipment Notes theretofore authenticated and delivered under the
Indenture, other than:

(@) Equipment Notes theretofore cancelled by the Indenture Trustee or
delivered to the Indenture Trustee for cancellation pursuant to Sec:ion 2.08 of the
Indenture or otherwise;

(b)  Equipment Notes for the payment or redemption of which money in the
necessary amount has been theretofore deposited with the Indenture Trustee in trust
for the Holders of such Equipment Notes; provided that, if such Equipment Notes are
to be redeemed, notice of such redemption has been duly given pursuant to the
Indenture or provision therefor satisfactory to the Indenture Trustee has been made;
and

©) Equipment Notes in exchange for or in lieu of which other Equipment
Notes have been authenticated and delivered pursuant to the Indenture;
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provided, however, that in determining whether the Holders of the requisite principal amount
of Equipment Notes Outstanding have given any request, demand, authorization, direction,
notice, consent or waiver under any Operative Document, Equipment Notes owned by Lessee
or any Affiliate of Lessee shall be disregarded and deemed not to be Outstanding, except
that, in determining whether the Indenture Trustee shall be protected in relying upon any
such request, demand, authorization, direction, notice, consent or waiver, only Equipment
Notes which the Indenture Trustee knows to be so owned shall be disregarded. Equipment
Notes so owned which have been pledged in good faith may be regarded as Outstanding if
the pledgee establishes to the satisfaction of the Indenture Trustee that the pledgee has the
right so to act with respect to such Equipment Notes and that the pledgee is not Lessee or
any obligor upon the Equipment Notes or any Affiliate of Lessee or such obligor.

"Owner Participant” means J.P. Morgan Interfunding Corp., a Delaware corporation,
and its permitted successors and assigns.

"Owner Trust Estate” means all estate, right, title and interest of the Owner Trustee
in and to the Items of Equipment, the Lease, including, without limitation, all amounts of
Interim Rent, Basic Rent, Supplemental Rent, insurance proceeds (other than any insurance
proceeds payable under liability policies to or for the benefit of the Owner Trustee, for its
own account or in its individual capacity, the Owner Participant, or the Indenture Trustee)
and requisition, condemnation, indemnity or other payments of any kind for or with respect
to the Items of Equipment, including, without limitation, any and all payments and proceeds
received by the Owner Trustee after the termination of the Lease with respect to any Item of
Equipment resulting from the sale, lease or other disposition thereof, subject, however, to the
provisions of and the lien created under the Indenture. Notwithstanding the foregoing,
"Owner Trust Estate" shall not include any Excluded Payments.

"Owner Trustee" means Meridian Trust Company, a Pennsylvania trust company, not
in its individual capacity, but solely as trustee under the Trust Agreement, and each other
Person which may from time to time be acting as Owner Trustee in accordance with the
provisions of the Trust Agreement.

"Owner Trustee Request" means a request by the Owner Trustee setting forth the
subject matter of the request.

"Participation Agreement"” means the Participation Agreement, dated as of December
22, 1994, among Lessee, the Indenture Trustee (in its individual capacity as expressly
provided therein and as trustee), the Pass Through Trustee (in its individual capacity as
expressly provided therein and as trustee), the Owner Participant and the Owner Trustee (in
its individual capacity as expressly provided therein and as trustee), as such Participation
Agreement may from time to time be supplemented, amended or otherwise modified in
accordance with the applicable terms thereof and of the Indenture.
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"Parts" means all appliances, parts, instruments, appurtenances, accessories,
furnishings and other equipment of whatever nature, which may from time to time be
incorporated or installed in or attached to an Item of Equipment.

"Pass Through Trust Agreement"” means the Pass Through Trust Agreement, dated as
of December 22, 1994, between Lessee and the Pass Through Trustee, as the same may be
supplemented, amended or otherwise modified from time to time in accordance with the
applicable provisions thereof and of the Participation Agreement.

"Pass Through Trustee" means Wilmington Trust Company, a Delaware banking
corporation, not in its individual capacity but solely as trustee under the Pass Through Trust
Agreement, and each other Person which may from time to time be acting as Pass Through
Trustee in accordance with the provisions of the Indenture.

"Pass Through Trust Supplement" means Pass Through Trust Agrcement Supplement
No. 1, dated as of December 22, 1994, between Lessee and the Pass Through Trustee, as the
same may be supplemented, amended or otherwise modified from time to time in accordance
with the applicable provisions thereof and of the Participation Agreement.

Paying Agent" has the meaning set forth in Section 2.11 of the Indenture.

"Permitted Investment" means (a) direct obligations of the United States of America
and agencies thereof for which the full faith and credit of the United States of America is
pledged, (b) obligations fully guaranteed by the United States of America, (c) certificates of
deposit issued by, or bankers’ acceptances of, or time deposits with, any bank, trust
company or national banking association incorporated or doing business under the laws of the
United States of America or one of the states thereof having combined capital and surplus
and retained earnings of at least $500,000,000 (including Lessor in its individual capacity or
the Indenture Trustee in its individual capacity if such conditions are met), (d) commercial
paper of companies having a rating assigned to such commercial paper by Standard & Poor’s
Corporation ("S&P") or Moody’s Investors Service, Inc. ("Moody’s") (or, if neither such
organization shall rate such commercial paper at any time, by any nationally recognized
rating organization in the United States of America) equal to the highest rating assigned by
such organization, and (e) repurchase agreements with any financial institutions having
combined capital and surplus and retained earnings of at least $750,000,000 which specify
any of the obligations described in clauses (a) through (d) above as collateral acceptable
thereunder (including Lessor in its individual capacity and the Indenture Trustee in its
individual capacity if such conditions are met); provided that no investment shall be eligible
as and included within the definition of the term "Permitted Investment" 'nless the final
maturity or date of return of such investment is equal to or less than one year from the date
of purchase thereof.
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"Permitted Liens" means Liens referred to in clauses (i) through (vi) of Section 6 of
the Lease.

"Person”" means any individual, corporation, partnership, joint verture, association,
joint-stock company, trust, unincorporated organization or government or any agency or
political subdivision thereof.

"Plan" means any employee benefit plan (within the meaning of Szction 3(3) of
ERISA and including any multiemployer plan within the meaning of Sect.on 3(37)(A) of
ERISA) which has been established or maintained, or to which contributions are or have
been made, by Lessee or an ERISA Affiliate.

"Potential Default" means an event which but for the giving of notice or the lapse of
time or both would constitute an Event of Default.

"Premium" means, with respect to any Equipment Note to be redeemed in whole or
in part on a particular Redemption Date, the amount, if any, by which th: sum of the
principal amount or portion thereof being redeemed plus the accrued but unpaid interest
thereon to such Redemption Date shall be exceeded by the sum of the present values of all
remaining scheduled payments of such principal amount or portion thereof and interest
thereon (excluding interest accrued from the immediately preceding Interest Payment Date to
such Redemption Date) to the stated maturity of such Equipment Note computed on a
semiannual basis by discounting such payments in accordance with generzally accepted
financial practices assuming a 360-day year consisting of twelve 30-day months at a discount
rate equal to Treasury Rate, all as determined by the Independent Investment Banker.

"Premium Termination Date" means April 8, 2008.

"Prime Rate" shall mean the rate of interest publicly announced from time to time by
Morgan Guaranty Trust of New York as its "prime rate".

"Proposed Equipment Cost" means $41,800,500, being the aggregate of the Cost of
the 852 Items of Equipment proposed to be leased by Lessee pursuant to the Lease as
provided for in the Participation Agreement.

"Prospectus” means the final Prospectus, dated December 15, 1994, pursuant to
which the Pass Through Certificates were offered to the public, together with all documents
incorporated by reference therein.

"Railcar" means each railcar built or rebuilt by Lessee and descrited on Schedule A
to the Railcar Purchase Agreement.

43286 S/NYL2

-



14

"Railcar Purchase Agreement" means the Railcar Purchase Agreement, dated as of
December 22, 1994, between Lessee and the Owner Trustee relating to th: Railcars.

"Record Date" for the interest payable on any Interest Payment Date, means (a) in the
case of an Interest Payment Date which is January 2, the preceding December 15, (b) in the
case of an Interest Payment Date which is July 2, the preceding June 15 and (c) in the case
of the Special Distribution Date, the 15th day (whether or not a Business Day) preceding
such Special Distribution Date.

"Redelivery Location" has the meaning set forth in Section 5(b) of the Lease.

"Redemption Date" means (a) in the case of a redemption of Equipment Notes
pursuant to Section 4.02(A) of the Indenture upon an Event of Loss, the I.oss Payment Date;
(b) in the case of a redemption of Equipment Notes pursuant to Section 4.02(B) of the
Indenture upon termination of the Lease with respect to any Item of Equipment pursuant to
Section 9(a) thereof, the Termination Date; (c) in the case of a redemption of Equipment
Notes pursuant to Section 4.02(C) of the Indenture, any Rent Payment Date which Lessee
shall specify by not less than 30 days’ prior written notice to the Indenture Trustee and the
Owner Participant; (d) in the case of a redemption of Equipment Notes pursuant to Section
4.02(D) of the Indenture, the 30th day after the Indenture Trustee shall have received from
or on behalf of the Owner Trustee a notice of redemption pursuant to Sec:ion 5.04(b) of the
Indenture; (e) in the case of a redemption of Equipment Notes pursuant tc Section 4.02(E) of
the Indenture upon purchase of an Item of Equipment pursuant to the first sentence of
Section 20 of the Lease, the Rent Payment Date on which such purchase occurs; and (f) in
the case of a redemption of Equipment Notes pursuant to Section 4.02(F) of the Indenture,
the Rent Payment Date specified in the notice to redeem given by Lessee under Section 8(a)
of the Lease.

"Refinancing Date" has the meaning set forth in Section 19 of the Participation
Agreement.

"Register" has the meaning set forth in Section 2.11 of the Indenture.

"Registrar" has the meaning set forth in Section 2.11 of the Indenture.

"Reimbursement Amount” has the meaning set forth in Section 26 of the Lease.

"Remaining Weighted Average Life" means with respect to the redemption of any
Equipment Note, the number of days equal to the quotient obtained by dividing (A) the sum
of the products obtained by multiplying (i) the amount of each then remaining required

principal payment, including payment at final maturity, in respect thereof by (ii) the number
of days from and including the applicable Redemption Date to but excluding the scheduled
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payment date of such principal payment by (B) the unpaid principal amount of such
Equipment Note.

"Renewal Term", with respect to any Item of Equipment, means any period for which
the Lease of such Item of Equipment is extended pursuant to Section 19 of the Lease.

"Rent" means Interim Rent, Basic Rent and Supplemental Rent.

"Rent Payment Date" means each January 2 and July 2 during the Term, commencing
on the Basic Lease Commencement Date.

"Responsible Officer” means (a) with respect to the Owner Trustee, any officer in the
Corporate Trust Administration Department of the Owner Trustee, (b) with respect to the
Indenture Trustee, any officer in the Corporate Trust Administration Department of the
Indenture Trustee, and (c) with respect to Lessee, the Chief Financial Officer or Treasurer of
Lessee or any other delegate of the Chairman and Chief Executive Officer of Lessee working
under the direct supervision of such Chief Financial Officer or Treasurer ‘whose
responsibilities include the administration of the transactions and agreements contemplated by
the Participation Agreement.

"Return Date" has the meaning set forth in Section 5(b) of the Lease.
"Return Notice" has the meaning set forth in Section 5(b) of the Lease.
"SEC" means the Securities and Exchange Commission.

"Special Distribution Date" means, with respect to any redemption pursuant to Section
4.02(D) of the Indenture, the Redemption Date for such redemption.

L

Stipulated Loss Value", with respect to any Item of Equipment, means the amount
determined by multiplying the Cost of such Item of Equipment by the percentage set forth in
Exhibit D to the Lease opposite the Loss Payment Date on which Stipulated Loss Value for
such Item of Equipment is to be paid; provided, however, that during any Renewal Term
applicable to such Item of Equipment, "Stipulated Loss Value" shall be determined as
provided in Section 19 of the Lease. Anything contained in the Lease, the Participation
Agreement or the Tax Indemnity Agreement to the contrary notwithstanding, Stipulated Loss
Value for any Item of Equipment (both before and after any adjustment pursuant to Section
3(e) of the Lease) will, under any circumstances and in any event, be an amount which,
together with all other amounts required to be paid by Lessee under the Lease on the relevant
Loss Payment Date, will be at least sufficient to pay in full the aggregate redemption price
payable with respect to such Item of Equipment pursuant to Section 4.02(A) of the Indenture.
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"Supplemental Rent" means all amounts, liabilities and obligations (other than Interim
Rent and Basic Rent) which Lessee assumes or agrees to pay under the Lease, the
Participation Agreement or any other Operative Document (other than the Tax Indemnity
Agreement) to Lessor, the Owner Participant or others, including, without limitation,
payments of Stipulated Loss Value, Termination Value and amounts calculated with reference
thereto, indemnity payments pursuant to Sections 15 and 16 of the Participation Agreement,
Premium, if any, and amounts payable pursuant to Sections 24 and 26 of the Lease.
Supplemental Rent includes, but is not limited to, taxes or charges to be collected from
Lessee under the fifth paragraph of Section 2.05 of the Indenture.

"Tangible Net Worth" shall mean stockholders’ equity of any corporation, determined
in accordance with generally accepted accounting principles as in effect from time to time,
less the aggregate net amount of the following items to the extent, if any, that they were
included in assets or deducted from liabilities in computing stockholders’ equity: all
goodwill, licenses, patents, copyrights, trade names, trade marks and other assets which in
accordance with generally accepted accounting principles are deemed intangible.

"Tax Indemnity Agreement" means the Tax Indemnity Agreement, dated as of
December 22, 1994, between Lessee and the Owner Participant, as the same may be
amended, supplemented or otherwise modified from time to time.

"Tax Law Changes" means one or more amendments, modifications, additions or
changes in or to the provisions of (a) the Code (including for this purpose any noncodified
provisions of legislation affecting the Code such as transition rules or effective date
provisions), (b) federal tax regulations (including temporary and proposed regulations),

(c) Internal Revenue Service revenue rulings or procedures, (d) published Internal Revenue
Service or United States Treasury Department administrative interpretations or informational
releases, (e) applicable judicial precedents or (f) executive orders of the President of the
United States, as in effect on the date hereof (including, without limitation, any investment
tax credit and/or change in corporate tax rates), which amendments, modifications, additions
or changes shall become effective with respect to the Equipment on or before the Funding
Date.

"Taxes" means any and all license, registration and documentation fees and all taxes,
assessments, levies, imposts, duties, charges, fees or withholdings of any nature whatsoever,
together with any penalties, fines or interest thereon or other additions thereto, imposed by
any Federal, state or local government, political subdivision, or taxing authority in the
United States, by any government or taxing authority of or in a foreign country or of or in a
territory or possession of the United States, or by any international authority.

"Temporary Certificates" means Equipment Notes issued to Holders pursuant to
Section 2.03 of the Indenture.
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"Term", with respect to any Item of Equipment, means the period comprised by (a)
the Interim Lease Term, (b) the Basic Lease Term and (c) if applicable, any Renewal Term
for such Item of Equipment.

"Termination Date" has the meaning set forth in Section 9(a) of the Lease.

"Termination Value", with respect to any Item of Equipment, means the amount
determined by multiplying the Cost of such Item of Equipment by the percentage set forth in
Exhibit D to the Lease opposite the Rent Payment Date on which Terminztion Value is to be
paid. Anything contained in the Lease, the Participation Agreement or the Tax Indemnity
Agreement to the contrary notwithstanding, Termination Value for any Item of Equipment
(both before and after any adjustment pursuant to Section 3(e) of the Lease) will, under any
circumstances and in any event, be an amount which, together with all other amounts
required to be paid by Lessee under the Lease on such Rent Payment Date, will be at least
sufficient to pay in full the aggregate redemption price payable with respect to such Item of
Equipment pursuant to Section 4.02(C) of the Indenture.

"Title Documents", with respect to any Item of Equipment, means the Bill of Sale
covering such Item of Equipment and, in the case of Title Documents furnished by Lessee,
an opinion of counsel of Lessee in the customary form.

"Trainsets" means a specific group of Items of Equipment designated to operate in
conjunction with one another.

"Transaction Costs" means the following out-of-pocket costs, fees and expenses
incurred by the Owner Participant, the Owner Trustee, the Pass Through Trustee and the
Indenture Trustee in connection with the negotiation, preparation, execution, delivery, filing
and recording of the Operative Documents and the transactions contemplated thereby,
including but not limited to:

(1) the reasonable fees, expenses and disbursements of (A) Davis Polk &
Wardwell, special counsel for the Owner Participant, (B) Potter Anderson & Corroon,
special counsel for the Indenture Trustee and the Pass Through Trustee,

(C) Prokop & Prokop, special counsel for the Owner Trustee, (D) McCarthy Tétrault,
special Canadian counsel, and (E) Shearman & Sterling, special counsel for the
Underwriter;

(i)  the cost of filing and recording documents with the ICC and the
Registrar General of Canada;

(iii)  the initial fees and expenses of the Indenture Trustee and the Pass
Through Trustee, but not the continuing fees and expenses thereof;
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(iv)  the initial fees and expenses of the Owner Trustee, but not the
continuing fees and expenses thereof;

W) the cost of the appraisal of the Items of Equipment performed by R.L.
Banks & Associates;

(vi)  the fees, commission or discounts of the Underwriter;

(vii) other expenses of the underwriting of the Certificates to the extent not
paid by the Underwriter; and

(viii) the fees and out-of-pocket expenses of Babcock.

"Transferee”" has the meaning set forth in Section 14(a) of the Participation
Agreement.

"Transferee Guaranty" means any guaranty executed by an Affiliate of a Transferee in
accordance with Section 14 of the Participation Agreement.

"Treasury Rate", with respect to any Equipment Note to be redeemed pursuant to
Section 4.02 of the Indenture on a particular Redemption Date, means a per annum rate
(expressed as a semiannual equivalent and as a decimal and, in the case of United States
Treasury bills, converted to a bond equivalent yield) determined to be the per annum rate
equal to the yield to maturity of United States Treasury securities maturing on the Average
Life Date of such Equipment Note, as determined by interpolation between the most recent
weekly average yields to maturity for two series of United States Treasury securities (A) one
maturing as close as possible to, but earlier than, the Average Life Date of such Equipment
Note and (B) the other maturing as close as possible to, but later than, the Average Life Date
of such Equipment Note, in each case as published in the most recent H.15(519) (or, if a
weekly average yield to maturity for United States Treasury securities maturing on the
Average Life Date of such Equipment Note is reported in the most recent H.15(519), as
published in H.15(519)). H.15 (519) means "Statistical Release H.15(519), Selected Interest
Rates", or any successor publication, published by the Board of Governors of the Federal
Reserve System. The most recent H.15(519) means the latest H.15(519) which is published
prior to the close of business on the third Business Day prior to the applicable Redemption
Date.

"Trust" means the trust created pursuant to the Pass Through Trust Supplement.

"Trust Agreement" means the Trust Agreement, dated as of December 22, 1994,
between the Owner Participant and the Owner Trustee in its individual czpacity, as such
Trust Agreement may from time to time be supplemented, amended or otherwise modified in
accordance with the terms thereof and of the Indenture.
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"Trust Indenture Act" means the Trust Indenture Act of 1939, as amended.

"Trustee’s Lien" means any Lien arising as a result of (i) claims against or affecting
the Indenture Trustee (in its individual capacity or as Indenture Trustee) not related to the
transactions contemplated by the Indenture, the Lease or the Participation Agreement, or (ii)
acts or omissions of the Indenture Trustee (in its individual or trust capacity) not related to
the transactions contemplated by the Indenture, the Lease or the Participation Agreement or’
not permitted under the Lease, the Participation Agreement or the Indenture.

"Underwriter" means Morgan Stanley & Co. Incorporated.

"Underwriting Agreement" means the Underwriting Agreement, dated December 15,
1994, between Morgan Stanley & Co. Incorporated and Consolidated Rail Corporation.

"Uniform Commercial Code" shall mean the Uniform Commercial Code of the State
of New York.
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